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PRESIDENT OF THE UNITED STATES. 

Executive Order 

*MLNDMENT or EXECUTIVE ORDER IVO. 7164. or AUGUST 29. 1935. 
PRESCRIBING RULES AND REGULATIONS RELATING TO STUDENT-AID 
PROJECTS AND TO EMPLOYMENT OF YOUTH ON OTHER PROJECTS 
UNDER THE EMERGENCY RELIEF APPROPRIATION ACT OF 1935 


T. 4 N., R. 78 W. of the sixth principal meridian. Colorado, 
pending a resurvey. Is hereby revoked. 

This order shall become effective upon the date of the 
official filing of the plat of resurvey of said township. 

Franklin D Roosevelt 

The White House 

August 18, 1936. 


Amendment to Regulation No. 7 


INo. 74341 


By virtue of and pursuant to the authority vested in me by 
the Emergency Relief Appropriation Act of 1935. approved 
April 8. 1935 <49 Stat. 115), and the Emergency Relief 
Appropriation Act of 1936. approved June 22. 1936 <Pub. 
No. 739. 74th Cong., 2nd Sesa). section 5 of Regulation No. 7. 
prescribed by Executive Order No. 7164 of August 29. 1935. 
and made applicable to the said Emergency Relief Appro¬ 
priation Act of 1936 by Executive Order No. 7396 of June 22, 
1938, 1 is hereby amended to read as follows: 


5. Employment of Youth on Projects. The maximum 
and minimum hours of work, the conditions of employ¬ 
ment and the monthly earnings to be paid young persons 
eligible for benefits under the National Youth Administra¬ 
tion and employed on projects of the National Youth Ad¬ 
ministration (other than student-aid projects) and on 
projects of the Works Progress Administration shall be 
determined by the Works Progress Administration: Pro¬ 
vided, however , that the monthly earnings applicable to 
part-time employment of such young persons shall not 
exceed fifty per centum (50%) of the schedule of monthly 
earnings as set forth in Executive Order No. 7046, dated 
May 20. 1935. and amendments thereto. 


Tin White House 

August 18, 1936. 


Franklin D Roosevelt 


IF. R Doc. 1832—Filed. August 20.1936; 12:01 p. m.) 


Executive Order 

ESTABLISHING WINNTMUCCA MIGRATORY BIRD REFUGE 

Nevada 

By virtue of and pursuant to the authority vested In me 
as President of the United States and by the act of June 
25, 1910, eh. 421. 36 Stat. 847, as amended by the act of 
August 24, 1912, ch. 369. 37 Stat. 497. and in order to 
effectuate further the purposes of the Migratory Bird Con¬ 
servation Act (45 Stat. 1222), it is ordered that the public 
lands within the following-described area, together with 
all lands of the United States within the meander line of 
Winncmucca Lake and east of the eastern boundary of the 
Pyramid Lake Indian Reservation, be, and they are hereby, 
withdrawn from settlement, location, sale, or entry and 
reserved and set apart for the use of the Department of 
Agriculture, subject to valid existing rights, as a refuge 
and breeding ground for migratory birds and other wild¬ 
life: Provided, That upon the termination of any private 
right to. or appropriation of, any public lands within the 
exterior limits of the area described in this order, such 
lands shall become a part of the refuge: 


(No. 74331 

(F R Doc. 1833—Filed. August 20. 1936; X2:01 p. m.| 


Executive Order 

REVOCATION OF EXECUTIVE ORDER NO. 6123 OF MAY 2. 1933, 
WITHDRAWING PUBLIC LANDS 

Colorado 

By virtue of and pursuant to the authority vested in me 
by the act of June 25. 1910, ch. 421. 36 Stat. 847, as amended 
by the act of August 24. 1912, ch. 369, 37 8Ut. 497. Executive 
Order No. 6123 of May 2, 1933, withdrawing public lands in 


1 1 F. R. 761. 


Mount Diablo Meridian 

Tpa. 24 and 25 N. R 23 E.. all cast of the Pyramid Lake In¬ 
dian Reservation; 

T. 27 N . K 23 E , 

etc*. 2. 11. and 14. 

•cca 15. 22 and 23. all east of the Pyramid Lake Indian 
Reservation; 

T 28 N R 23 E 

arc. 12. lota 3 to 6. inclusive, NK^SW'*. 8WV«SW*4. and 
NW*4SK*4; 

«ec 13. all; 

aec. 14. lot 1. NE«*8EVi. and 8WV«8E>4; 

■w 23. lota 1 to 4. inclusive, and NE*;SW^; 

^ £ 2 ^ all * 

sec! 36! loti 1. 2. 4. and 5, E%NWSi, and NEUSWfc. 

T. 24 N„ R 24 K.. 

•ec. 4. WV4WH: 

•ec«. 5 and 8; 
eec 9. WViW*: 

•ec. 16. W'^W^; 

■ccs. 17 and 19; 

ace. 20. lots 1 and 2. SE^NWV*. and NHSW%; 

•cc 30. alL 
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T 25 N R 24 E 

sec. 5. lots 2 to 3. Inclusive. SW^NEl*. and WftSE%; 
sec. 8 . lots 1 to 4, inclusive. W',NE% NE'. 4 SW'*. and 
W',3EU: 

sec 17. lots 1 to 4. inclusive. NW' 4 NE>4. S^NE 1 *, and 
E^SSfc; 
sec. 20 . all; 


sec. 21 . WV*WV 4 : 
sec. 28. W'*WV,; 
secs. 29 and 32; 
aec 33. WSW‘,. 


T. 26 N-. R 24 B , 


sec. 4. lots 3 and 4; 

sec. 5, lou l to 4. inclusive; 

sec. 7. lot 1; 

sec. 8 . lots 1 to 4. inclusive: and 

sec 17. lou 1. 2. and 3. NViNW* 4 , and SE* 4 NW'4: 

sec. 18. all; 

sec. 20. lots 1 to 4. inclusive; 
sec. 29, lots 1 to 4. Inclusive; 
sec. 32, loU 1 to 5. Inclusive, and NE^SB^. 

T. 27 N . R 24 E . 

sec. 4. lota 3 to 0, Inclusive; 

secs. 5 and 8 ; 

sec. 10 . lots 1 . 2. and 3; 

secs 17 and 21: 

sec. 22. lou 1, 2. and 3; 

sec. 27, lots 1 to 4. inclusive; 

sec. 33. lou 1 and 2; 

sec. 34. lou 1 and 2. 

T. 28 N., R 24 E. 

aec. 16, lots 1 and 2 ; 

sec. 17. lou 1 to 4. Inclusive; 


sec. 18. all; 

sec. 21. lots 1 to 4. Inclusive; 
sec. 28. loU 1 to 4. Inclusive; 
sec. 33. loU 1 to 4. Inclusive. 


The greater part of the land herein reserved has been 
withdrawn for reclamation purposes In connection with the 
Ncwlands Irrigation Project and is primarily under the 
jurisdiction of the Department of the Interior. The reserva¬ 
tion of such lands as a migratory bird refuge is subject 
to the use thereof by said Department for irrigation and 
other incidental purposes. 

The reservation made by this order supersedes as to such 
of the above-described lands as are affected thereby the tem¬ 
porary withdrawal for classification and other purposes made 
by Executive Order No. 6910 of November 26. 1934, os 
amended. 


This refuge 
Bird Refuge. 


shall be known as the Winnemucca Migratory 
Franklin D Roosevelt 


The White House. 

Aug. 19 , 1936. 

INo. 7435) 

IF. R. Doc. 1831—Filed, August 20. 1936: 12 m.l 
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TREASURY DEPARTMENT. 

Bureau of Custom*. • 

fT. D. 48486] 

Customs Regulations Amended—Drawback 

ARTICLE 1031, CUSTOMS REGULATIONS OF 1931, AMENDED TO COVES 

MAIL EXPORTATIONS OF DRAWBACK MERCHANDISE FROM POST 

OFFICE AT A POINT WHERE NO CUSTOMS OfTICER IS STATIONED 

August 15, 1936. 

To Collectors of Customs and Others Concerned: 

Pursuant to the authority contained in Section 251, Re¬ 
vised Statutes CD. S. C.. title 19. sec. 66). Section 313 (1) 
U. 8. C.. title 19. sec. 1313 (1) and Section 624 CO. S. C.. 
title 19. sec. 1624) of the Tariff Act of 1930, Article 1031 of 
the Customs Regulations of 1931 is hereby amended by 
redesignating paragraph <b) as paragraph (c) and by adding 
the following new paragraph <b>: 

(b) Where it U d«Ure<1 to export merchandise with benefit of 
drawback, through the malls, from a pout office located at a point 
where no custom* officer is stationed, the exporter shall advise the 
Bureau to that effect, and request that the necessary arrangements 
be made with the Pont Office Department far official Inspection and 
buperrlalon of mailing of such merchandise. Upon receipt by the 
c* porter of notification from the Bureau that the local poet master 
has been furnished with instructions regarding the procedure to be 
followed In such coses, the merchandise, together with Notices of 
Intent, may be presented to such postmaster. One extra copy of 
each Notice of Intent shall be filed with the postmaster and may 
be retained os a part of his official record* Exporters will advise 
the poet master of the port to which the Notices of Intent are to be 
forwarded by him for use by the collector of cuotoms in liquidating 
the drawback entry. 

f seal] Prank Dow. 

Acting Commissioner of Customs. 

Approved. August 15. 1936. 

Josephine Roche, 

Acting Secretory of the Treasury . 

(P. R Doc 1826—Piled. August 30,1936; 10:50 a. m.| 


Bureau of Internal Revenue. 

|T. D. 46771 
Income Tax 

REVENUE ACT OF 1936 

Regulations under sections 112 (b) (6) and 113 (a) (IS), 
relating to nonrecognition of gain or loss upon receipt by 
corporation of property . and basis of property, distributed 
in complete liquidation of another corporation 

To Collectors of Internal Revenue and Others Concerned: 
Paragraph A. Section 112 (b) (6) (Title I—Income Tax) 

of the Revenue Act of 1936. approved June 22. 1936 (Public. 

No. 740. seventy-fourth Congress, second session), provides: 

Bxc. 112. Recognition of Cain or Lon.— 

• • • • • 

(b) Exchange t Solely fn Kind.— 

• • • • • 

(6) Property received by corporation on complete liquidation 
of another —No gain or loss shall be recognised upon the receipt 
by a corporation of property distributed In complete liquida¬ 
tion of another corporation. For the purpaM-* of this para¬ 
graph a distribution shall he considered to be in complete 
liquidation only if— 

lA) the corporation receiving such property was. on the 
date of the adoption of the plan of liquidation, and has con¬ 
tinued to be at all times until the receipt of the property, the 
owner of stock (in such other corporation) possessing at least 
80 per centum of the total combined voting pcfwer of ail claasea 
of stock entitled »to vote and the owner of at least 80 per 
centum of the total number of shares of all other classes of 
stock (except non voting stock which Is limited and preferred 
as to dividends), and was at no Umr on or after the date of 
the adoption of the plan of liquidation and until the rccetpt 
of the property the owner of a greater percentage of any clase 
of stock than the percentage of ouch class owued at the tirrm 
of the receipt at the property: 


(B) no distribution tinder the liquidation was mode before 
the first day of the first taxable year of the corporation begin* 
nlng after December 31. 1935; and either 

(C) the distribution Is by such other corporation In com¬ 
plete cancellation or redemption of oil its stock, and the trans¬ 
fer of all the property occurs within the taxable year; In such 
case the adoption by the stockholders of the resolution under 
which Is authorized the distribution of all the assets of such 
corporation m complete cancellation ar redemption of all Its 
stock, shall be considered an adoption of a plan af liquida¬ 
tion. even though no time for the completion of the transfer 
of the property Is specified in such resolution; or 

(D) such distribution la one or a aeries of distributions by 
such other corporation in complete cancellation or redemption 
af ail Its stock In accordance with a plan of liquidation under 
which the transfer of all the property under the liquidation la 
to be completed within three years from the close at the tax¬ 
able year during which Is mode the first of the senes of 
distribution* under the plan, except tltat If such transfer la 
not completed within such period, or If the taxpayer does not 
continue qualified under subparagraph (A) until the cona¬ 
tion af such transfer, no distribution under the plan shall 
considered a distribution tn complete liquidation. 

If such transfer of all the property doe« not occur within the 
taxable year the Commissioner may require of the taxpayer such 
bond, or waiver of the statute of limitations on oaseasairnt and 
collection, or both, as he may deem necessary to Insure, if the 
transfer of the property Is not completed within such three-year 
period, or If the taxpayer does not continue qualified under rub- 
paragraph (A) until the completion of such transfer, the assess¬ 
ment and collection of all income, war-profits, and excess-profit* 
taxes then Imposed by law for such taxable year or subsequent 
taxable years, to the extent attributable to property so received. 
A distribution otherwise constituting a distribution In complete 
liquidation within the meaning of this paragraph shall not be 
considered os not constituting such a distribution merely because 
it does not constitute a distribution or liquidation within the 
meaning of the corporate law under which the distribution Is 
mode; and for the purposes of this paragraph a transfer of prop¬ 
erty of such other corporation to the taxpayer shall not be con¬ 
sidered a* not constituting a distribution (or one of a scries of 
distribution*) in complete cancellation or redemption of all the 
stock of such other corporation, merely because the carrying out 
of the plan Involves (I) the transfer under the plan to the tax¬ 
payer by such other corporation of property, not attributable to 
shares owned by the taxpayer, upon on exchange described in 
paragraph (4) of this subjection, and (in the complete cancella¬ 
tion or redemption under the plan, as a result of exchanges de¬ 
scribed In paragraph (3) of this subsection, af the shares not 
owned by the taxpayer. 

Par. B. Section 113 (a) (15) of the Revenue Act of 1936 
provides: 

Sue 113 Adjusted Basis for Determining Gain or Lost .— 

(a) Bans (Unadjusted) of Property —The bools af property shall 
be the cost of such property; except that— 


(15) Property received by a corporation on complete liquidation 
of another. —U the property was received by a corporation upon a 
distribution In complete liquidation of another corporation within 
the meaning of section XI 2 (b) ( 6 ). then the basts shall be the 
same as It would be in the hand* of the transferor 

Pursuant to the provisions of section 62 of the Revenue Act 
of 1936. the following regulations are hereby prescribed with 
respect to sections 112 (b) (6) and 113 (a) (15) of the Act: 

Article 1. Distributions in liquidation of subsidiary cor¬ 
poration.—) General. —Under the general rule prescribed 
by section 115 (c) of the Act for the treatment of distribu¬ 
tions in liquidation of a corporation, amounts received by 
one corporation In complete liquidation of another corpora¬ 
tion are treated as in full payment in exchange for stock in 
such other corporation, and gain or loss from the receipt of 
fcuch amounts is to be determined as provided In section 111 
of the Act. The scope of this treatment is governed by 
the meaning of the term "amounts distributed in complete 
liquidation of a corporation" as used in section 115 (c) of 
the Act. Section 112 (b) (6) of the Act excepts from the 
general rule property received, under certain specifically 
described circumstances, by one corporation as a distribu¬ 
tion in complete liquidation of another corporation and pro¬ 
vides for the nonrecognition of gain or loss in those cases 
which meet the statutory requirements. 8ection 112 (1) of 
the Act places a limitation on the application of section 
112 (b) (6) of the Act In the case of foreign corporations. 

(b> Requirements for nonrecognition of gain or loss .— 
The nonrecognition of gain or loss is limited to the receipt 
of such property by a corporation which Ls the actual owner 
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of stock (In the liquidating corporation) possessing at least 
80 percent of the total combined voting power of all classes 
of stock entitled to vote and the owner of at least 80 percent 
of the total number of shares of all other classes of stock 
(except nonvoting stock which Is limited and preferred as 
to dividends). The Act expressly requires that the recipient 
corporation must have been the owner of the specified 
amount of such stock on the date of the adoption of the plan 
of liquidation and have continued so to be at all times 
until the receipt of the property. The Act also expressly 
requires that the recipient corporation shall, at no time on 
or after the date of the adoption of the plan and until the 
receipt of the property, be the owner of a greater percentage 
of any class of stock than the percentage of such class 
owned at the time of the receipt of the property. If the 
recipient corporation does not continue qualified with respect 
to the ownership of stock of the liquidating corporation and 
if the failure to continue qualified occurs at any time prior 
to the completion of the transfer of all the property, the 
provisions for the nomreognition of gain or lo6$ do not 
apply to any distribution received under the plan. 

The provisions of section 112 (b) (6) of the Act do not 
apply to any liquidation if any distribution in pursuance 
thereof has been made before the first day of the first 
taxable year of the recipient corporation beginning after 
December 31. 1935. Section 112 ib) <6> of the Revenue Act 
of 1934. as added by section 110 of the Revenue Act of 1935, 
relating to the nonrecognition of gam or loss in the case of 
liquidations begun after August 30, 1935, is Inoperative and 
does not apply to any liquidation, regardless of when it 
was made. 

TO constitute a distribution in complete liquidation within 
the meaning of section 112 «b) (6) of the Act, the distribu¬ 
tion must be (a) made by the liquidating corporation in 
complete cancellation or redemption of all Its stock in ac¬ 
cordance with a plan of liquidation or (b) one of a series 
of distributions in complete cancellation or redemption of 
all its stock in accordance with a plan of liquidation. It 
is essential that a status of liquidation exist at the time the 
first distribution is made under the plan and that such 
status continue to the date of dissolution of the corpora¬ 
tion. A status of liquidation exists when the corporation 
ceases to be a going concern and its activities are merely 
for the purpose of winding up its affairs, paying Its debts, 
and distributing any remaining balance to its shareholders. 
A liquidation may be completed prior to the actual dissolu¬ 
tion of the liquidating corporation but no liquidation is 
completed until the liquidating corporation and the re¬ 
ceived or trustees in liquidation are finally divested of all 
the property (both tangible and intangible). 

If a transaction constitutes a distribution in complete liqui¬ 
dation within the meaning of the Act and satisfies the re¬ 
quirements of section 112 (b) (6) of the Act. it is not material 
that It Is otherwise described under the local law. If a liqui¬ 
dating corporation distributes all of Its property in complete 
liquidation and if pursuant to the plan for such complete 
liquidation a corporation owning the specified amount of 
stock in the liquidating corporation receives property consti¬ 
tuting amounts distributed in complete liquidation within the 
meaning of the Act and also receives other property attribu¬ 
table to shares not owned by it. the transfer of the property 
to the recipient corporation shall not be treated, by reason 
of the receipt of such other property, as ndt a distribution 
(or one of a series of distributions) in complete cancellation 
or redemption of all of the stock of the liquidating corporation 
within the meaning of section 112 (b) (6) of the Act, even 
though for purposes of those provisions in section 112 of the 
Act relating to reorganizations the amount received by the 
recipient corporation in excess of its ratable share is regarded 
as acquired upon the issuance at its stock or securities in a 
tax-free exchange as described to section 112 (b) (4) of the 
Act and the cancellation or redemption of the stock not owned 
by the recipient corporation is treated as occurring as a result 
of a tax-free exchange described in section 112 (b) (3) of 
the Act. The application of this paragraph may be illus¬ 
trated by the following example: 


Example .—On July 1. 1936, the M Corporation had out¬ 
standing capital stock consisting of 3,000 shares of common 
stock, par value $100 a share, and 1,000 shares of preferred 
: stock, par value $100 a share, which was limited and preferred 
as to dividends and hod no voting rights. On July 1, 1936. 
I and thereafter until the date of dissolution of the M Corpora- 
' tlon. the O Corporation owned 2.500 shares of the common 
| stock of the M Corporation. By a statutory merger consum¬ 
mated on August 1, 1936. pursuant to a plan of liquidation 
| adopted on July 1. 1936, the M Corporation was merged mto 
the O Corporation, the O Corporation under the plan issuin; 
j stock which was received by the holders of the stock of the 
M Corporation not owned by the O Corporation In exchange 
I for their stock In the M Corporation. The receipt by the O 
j Corporation of the properties of the M Corporation is a 
distribution received by the O Corporation in complete liqui¬ 
dation of the M Corporation within the meaning of section 
' 112 <b> (6) of the Act. and no gain or loss is recognized as 
| the result of the receipt of such properties. 

Art. 2. Liquidations completed within one taxable year.— 
I If in a liquidation completed within one taxable year, pur¬ 
suant to a plan of complete liquidation, distributions in com- 
I plete liquidation are received by a corporation which owns 
the specified amount of stock in the liquidating corporation 
and which continues qualified with respect to the ownerslup 
of such stock until the transfer of all the property within 
such year is completed (see article 1 of these regulations). 
then no gain or loss shall be recognized with respect to the 
distributions received by the recipient corporation. In such 
case no waiver or bond is required of the recipient corpora¬ 
tion under section 112 (b) (6) of the Act. 

Art. 3. Liquidations covering more than one taxable year.— 
If the plan of liquidation is consummated by a series of dis¬ 
tributions covering a period of more than one taxable year, 
the nonrecognition of gain or loss with respect to the dis- 
i tributions in liquidation shall, in addition to the requirements 
of article 1 of these regulations, be subject to the following 
requirements: 

(a) In order for the distribution in liquidation to be 
brought within the exception provided in section 112 (b) (6» 
of the Act to the general rule for computing gain or loss 
with respect to amounts received in liquidation of a corpora¬ 
tion, the entire property of the corporation shall be trans¬ 
ferred in accordance with a plan of liquidation, which plan 
shall include a statement showing the period within which 
the transfer of the property of the liquidating corporation 
to the recipient corporation Is to be completed. The trans¬ 
fer of all the property under the liquidation must be com¬ 
pleted within three years from the close of the taxable year 
during which is made the first of the scries of distributions 
under the plan. 

ib) For each of the taxable years which falls wholly or 
partly within the period of liquidation, the recipient cor¬ 
poration shall, at the time of filing its return, file with thr 
collector of internal revenue for transmittal to the Com¬ 
missioner of Internal Revenue a waiver of the statute of 
limitations on assessment. The waiver shall be executed on 
such form as may be prescribed by the Commissioner of 
Internal Revenue and shall extend the period for assessment 
of all income and profit* taxes for each such year to a date 
not earlier than one year after the last date of the period for 
assessment of such taxes for the last taxable year in which 
the transfer of the property of the liquidating corporation to 
the controlling corporation may be completed in accordance 
with section 112 (b) (6) of the Act. Such waiver shall also 
contain such other terms with respect to assessment as may 
be considered by the Commissioner of Internal Revenue to 
I be necessary to insure the assessment and collection of the 
• correct tax liability for each year within the period of liqui¬ 
dation. 

(c) For each of the taxable years which falls wholly or 
partly within the period of liquidation, the recipient cor¬ 
poration Khali file a bond, the amount of which shall be 
fixed by the Commissioner of Internal Revenue. The bond 
nfrnJi contain all terms specified by the Commissioner of 
Tntm - nn| Revenue Including provisions unequivocally assur- 
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ln*r prompt parent of the excess of income and profits 
uixes (plus penalty, if any. and interest) as computed by the 
Commissioner of Internal Revenue without regard to the 
provisions of sections 112 (b> (6) and 113 (a) (15) of the 
Act over such taxes computed with regard to such pro¬ 
visions, regardless of whether such excess may or may not 
be made the subject of a notice of deficiency under section 
272 of the Act and regardless of whether it may or may not 
be assessed. Any bond required under section 112 (b) (6) 
of the Act shall have such surety or sureties as the Commis¬ 
sioner of Internal Revenue may require. However, see sec¬ 
tion 1126 of the Revenue Act of 1926. as amended, providing 
that where a bond is required by law or regulations, in lieu 
of surety or sureties there may be deposited bonds or notes 
of the United States. Only surety companies holding certifi¬ 
cates of authority from the Secretary of the Treasury as 
acceptable sureties on Federal bonds will be approved as 
sureties. The bonds shall be executed in triplicate so that 
the Commissioner of Internal Revenue, the taxpayer, and 
the surety or the depository may each have a copy. 

Pending the completion of the liquidation, if there is a 
compliance with paragraphs fa). 0t>). and <c) of this article 
end article 1 of these regulations with respect to the non- 
ricognition of gain or loss, the income and profits tax lia¬ 
bility of the recipient corporation for each of the years 
covered in whole or in part by the liquidation shall be de¬ 
termined without the recognition of any gain or loss on ac¬ 
count of the receipt of the distributions in liquidation. In 
such determination, the basis of the property or properties 
received by the recipient corporation shall be the basis which 
such property or properties would have had in the hands of 
the liquidating corporation with proper adjustments. See 
sections 113 <a> (15) and 113 ib> of the Act and article 5 
of these regulations. However. If the transfer of the prop¬ 
erty is not completed within the three-year period allowed 
by section 112 (b) <6> of the Act or If the recipient corpora¬ 
tion does not continue qualified with respect to the owner¬ 
ship of stock of the liquidating corporation as required by 
that section, gain or loss shall be recognized with respect to 
each distribution and the tax liability for each of the years 
covered In whole or In part by the liquidation shall be re¬ 
computed without regard to the provisions of section 112 
(b) <6) or section 113 <a> (15) of the Act and the amount 
of any additional tax due upon such recomputation shall be 
promptly paid. 

Art. 4. Distributions in liquidation as affecting minority 
interests .—Upon the liquidation of a corporation In pursuance 
of a plan of complete liquidation, the gain or loss of minority 
shareholders shall be determined without regard to section 
112 «b> (6) of the Act. since it does not apply to that part of 
distributions in liquidation received by minority shareholders. 

Art. 5. Basis of property received in complete liquidation .— 
The basis of property received in complete liquidation, with¬ 
out the recognition of gain or loss as provided in section 
112 (b) <6) of the Act. shall be the same as the basis of the 
property in the hands of the liquidating corporation with 
proper adjustments as provided in section 113 of the Act. 
See sections 113 (a) (15) and 113 0» of the Act. 

Amt. 6 . Records to be kept and information to be filed with 
return .—<a> Permanent records in substantial form shall be 
kept by every corporation receiving distributions in com¬ 
plete liquidation within the exception provided in section 
112 [ b) (6) of the Act showing the information required 
by this article to be submitted with its return. The plan of 
liquidation must be adopted by each of the corporations 
parties thereto; and the adoption must be shown by the acts 
of its duly constituted responsible officers, and appear upon 
the official records of each such corporation. 

(b) For the taxable year in which the liquidation occurs, 
or. if the plan of liquidation provides for a scries of dis¬ 
tributions over a period of more than one year, for each 
taxable year in which a distribution is received under the 
plan, the recipient shall file with its return a complete state¬ 
ment of all facts pertinent to the nonrecognition of gain 
or loss, including_ 


(1) A duly certified copy of the plan for complete 
liquidation, and of the resolutions under which the plan 
was adopted and the liquidation was authorized, together 
with a statement under oath showing in detail all trans¬ 
actiona incident to, or pursuant to. the plan. 

(2) A list of all the properties received upon the dis¬ 
tribution, showing the cost or other basis of such prop¬ 
erties to the liquidating corporation at the date of 
distribution and the fair market value of such properties 
on the date distributed. 

(3) A statement as to its ownership of all classes of 
stock of the liquidating corporation (showing as to each 
class the number of shares and percentage owned and 
the voting power of each share) as of the date of the 
adoption of the plan of liquidation, and at all times since, 
to and including the date of the distribution in liquida¬ 
tion. and the cost or other basis of such stock. 

I seal] Ci ias. T. Russell. 

Acting Commissioner of Internal Revenue . 
Approved. August 18. 1936. 

Wayne C. Tmo*. 

Acting Secretary of the Treasury. 

|F. R Doc. 1838 Filed. August 30. 1936. 10:59 a. tn) 


IT. D 4678| 

Income Tax 

REGULATIONS RELATING TO THE TAXATION OF MUTUAL INVESTMENT 
COMPANIES UNDER THE REVENUE ACT Of 1936 

To Collectors of Internal Revenue and Others Concerned: 

Paragraph A. Section 13 (a) of the Revenue Act of 1936 
(Public, No. 740. 74th Congress. 2d Session, approved June 
22. 1936. 9 p. m.) provides: 

Sec. 13. Normal Tax on Corporation* — (a) Definition —Aa used In 
this title the term "normal-Lax net Income*' menus the net income 
minus the sum of — 

(I) Interest on obligations of the United States and its instru¬ 
mentalities —The credit provided in section 26 (a) 

<2) Dividends received.— The credit provided In section 26 <b) 
8 uch credit shall not be allowed In the case of a mutual Invest¬ 
ment company, as defined in section 48. 

(3) Dividends paid. —In the case of a mutual Investment com¬ 
pany the credit provided in section 27. computed without the 
benefit of subsection (b) thereof (relating to dividend carry-over). 

Pah. B. Section 48 of the Revenue Act of 1936 provides in 
part: 

Sec. 48. Definitions. —When used In this title— 

• • • • • 

(e) Mutual Investment Companies .— 

(1) General definition —-The term "mutual Investment com¬ 
pany** means any corporation (whether chartered or created as an 
investment trust, or otherwise). other than a personal holding 
company as defined in section 351. if— 

(A) It Is organized for the purpose of, and substantially 
all of business consists of. bolding. Investing, or reinvest¬ 
ing in stock or securities: and 

<B) At least 95 per centum of Its gross income Is derived 
from dividends, interest, and gains from sales or other disposi¬ 
tion of stock or securities; and 

(C) Less than 30 per centum of its gross income is derived 
from the sale or other dtspcalUon of stock ar securities held 
for less than six months, and 

(D) An amount not less than 90 per centum of its net 
Income Is distributed to Us shareholders as taxable dividends 
during the taxable year; and 

(K) Its shareholders are. upon reasonable notice, entitled to 
redemption of their stock for their proportionate interests in 
the corporation's properties, or the cash equivalent thereof 
less a discount not in excess of 3 per centum thereof. 

(2) Limitations. —Despite the provisions of paragraph ( 1 ) a 
corporation shall not be considered aa a mutual Investment 
company if, subsequent to a date thirty days after the date of 
the enactment of this Act. at any time during the taxable year— 

(A) Mere than 3 per centum of the gross assets of the 
corporation, taken at cost, was Invested in stock or securities, 
or both, of any one corporation, government, or political sub¬ 
division thereof, but this limitation shall not apply to in¬ 
vestments in obligations of the United States or In obiiga- 
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Uon* of any corporation organized under general Act of Con- 
grcM If such corporation la an Instrumentality of the United 
States: or 

<B) It owned more than 10 per centum of the outstanding 
stock or securities, or both, of any one corporation; or 

(C) It had any outstanding bonds or indebtedness In excess 
of 10 per centum of Its gross assets taken at coat; or 

(D) It falls to comply with any rule or regulation pre¬ 
scribed by the Commissioner, with the approval of the Sec¬ 
retary. for the purpose of ascertaining the actual ownership 
of its outstanding stock. 

Par. C. Section 351 <b) (1) of the Revenue Act of 1936 
provides: 

Sac. 351. Surtax on Per tonal Holding Companies. — 

• • • • • 

<b) Definitions as used in this title — 

(1) The term "personal holding company 4 * means any cor¬ 
poration (other than a corporation exempt from taxation under 
section 101. and other than a bank, as defined In section 104. 
and other than a life-Insurance company or surety company) 
If—(A) at least BO per centum of Its gross Income for the 
taxable year Is derived from royalties, dividends, interest, annui¬ 
ties. and (except In the case of regular dealers in stock or 
securities) gains from the sale of stock or securities, and (B) 
at any time during the last half of the taxable year more 
than 50 per centum in value of Its outstanding stock is owned, 
directly or indirectly, by or for not more than ttve Individuals. 
For the purpose of determining the ownership of stock In a 
personal holding company—< C) stock owned, directly or in¬ 
directly. by a corporation, partnership, estate, or trust shall 
he considered as being owned proportionately by its sharehold¬ 
ers, partners, or beortictarlts; (D) an individual shall be con¬ 
sidered os owning, to the exclusion of any other Individual, 
the stock owned, directly or indirectly, by his family, and this 
rule shall be applied in such manner ns to produce the smallest 
possible number of individuals owning, directly or indirectly, 
more than 50 per centum in value of the outstanding stock; 
and (E) the family of an individual shall Include only his 
brothers and slaters (whether by the whole or half blood); 
spouse, ancestors, and lineal descendants 

Par. D. Section 62 of the Revenue Act of 1936 provides: 

8 cc. 03. Rules and Regulations .—The Commissioner, with the 
approval of the Secretary, shall prescribe and publish all needful 
rules and regulations for the enforcement of this title 

Pursuant to the above-quoted provisions of the Revenue 
Act of 1936 and the provisions of other internal revenue 
laws, the following regulations are hereby prescribed with 
respect to mutual investment companies: 

Article 1. Taxation of mutual investment companies — 
General. —If a corporation, as defined in section 1001 of the 
Act. shows to the satisfaction of the Commissioner of In¬ 
ternal Revenue that it is entitled to the status of a mutual 
investment company, as defined in section 48 (e) of the 
Act, it is allowed, under section 13 (a) (3) of the Act. a 
credit for dividends paid, as provided in section 27 of the 
Act. computed without the benefit of section 27 <b) of 
the Act relating to dividend carry-over, but, under section 
13 (a) (2> of the Act it is not allowed the credit for div¬ 
idends received provided in section 26 (b> of the Act. It 
is also required to keep records satisfactory to the Commis¬ 
sioner of Internal Revenue for the purpose of ascertaining 
the actual ownership of its outstufiding stock- In all other 
respects a mutual investment company is treated, for pur¬ 
poses of taxation, as any other corporation subject to taxa¬ 
tion under the Act. 

Art. 2. Definition of a mutual mvestment company. —The 
term "mutual investment company" means a corporation 
whether chartered or Incorporated, or created under a trust 
instrument or otherwise, as an investment trust, and whether 
of the fixed or general management type (other than a per¬ 
sonal holding company as defined In section 351 of the Act), 
which complies with all the conditions prescribed by section 
48 (e) of the Act. As to definition of a corporation sec 
section 1001 of the Act. 

Art. 3. Proof of status of a mutual investment company .— 

(a) The Act requires that the company must haw been 
organized tor the purpose of. and that substantially all of Its 
business must have consisted of. holding. Investing, or rein¬ 
vesting in, stock or securities. It is not sufficient that the 
corporation Is engaged in holding, investing, or reinvesting 
In, stock or securities. It must have been organized for that 
purpose, and. throughout the taxable year, operated primar¬ 
ily as a medium through which contributing shareholders are 


offered centralized management and diversity of Investments. 
If its predominant purpose Is to hold, invest or reinvest in. 
stock or securities, and if substantially all of Its business 
consists of holding. Investing, or reinvesting in. such stock ox 
securities, the existence or exercise of incidental power.*! to 
engage in other business will not deprive a corporation of 
classification as a mutual investment company. A finance 
company, or a company engaged in the business of a dealer 
in stock or securities, or of a trader in stock or securities fo 
Its own account, is not a mutual investment company. 

(b) The Act provides that at least 95 percent of the com¬ 
pany's gross income for the taxable year must be derived 
from dividends, interest, and gains from sales or other dis¬ 
position of stock or securities, and that less than 30 percent 
of the company's gross income for the taxable year must 
have been derived from the sale or other disposition of stock 
or securities held for less than six months. (See section 
48 (e) (1) <B> and (C) of the Act.) In determining the 
percentage of the company's gross income which has been 
derived from such sources, a loss from the sale or other 
disposition of stock or securities does not enter into the 
computation. The determination of the period for which 
stock or securities have been held shall be governed by the 
provisions of section 117 (c) of the Act in so far as applicable. 

(c) The Act provides that an amount not less than no 
percent of the company's net income for the taxable year 
must have been distributed to its shareholders as taxable 
dividends during the taxable year. The term "taxable divi¬ 
dends" means dividends *as defined in section 115 of the 
Act) which are taxable in the hands of such shareholder, 
as are subject to taxation under the Act. and includes the 
proportionate share of the net earnings of the current year 
to the date of redemption distributed to the shareholder 
upon redemption. A taxable dividend is not distributed to 
its shareholders during the taxable year within the meaning 
of section 48 <e) (1) (D) of the Act, unless the dividend is 
received by the shareholders during the taxable year of th- 
company. Sec article 27-1 of Treasury Decision 4674, ap¬ 
proved August 6, 1936 (Int. Rev. Bull. XV-32. 2). relating 
to surtax imposed by the Act on undistributed profits of 
corporations. 

(d) The Act requires that shareholders must, upon reason¬ 
able notice, be entitled at all times during the taxable year 
to redemption or purchase of their stock for their propor¬ 
tionate interests in the corporation's properties, or the cash 
equivalent thereof, less a discount not in excess of 3 percent 
thereof. Redemption within sixty days of written notice is 
redemption upon reasonable notice, even though subject to 
exception in case of extraordinary crises. 

*e) Corporations are given thirty days after June 22. 1936, 
the date of the enactment of the Act. within which to comply 
with the provisions of section 48 <e> (2) of the Act. Although 
a corporation may be otherwise classified as a mutual invest¬ 
ment company, it will not be considered such for any taxable 
year If at any time (after July 22. 1936) during the taxable 
year It failed to comply with section 48 <e) (2) of the Act. 

Art. 4. Records to be kept for purpose of ascertaining 
actual ownership of outstanding stock of mutual investment 
companies.—Every mutual investment company shall main¬ 
tain in the collection district In which It is required to file 
its income tax return permanent records showing the in¬ 
formation relative to the actual owners of its stock contained 
in the written statements required by these regulations to be 
demanded from the shareholders. The term "actual owner ol 
stock", as used in these regulations. Includes the person who 
Is required to include in gross income in his return the divi¬ 
dends received on the stock. All such records shall be open 
for inspection, by any duly authorized officer or employee of 
the Bureau of Internal Revenue, for a period of four years 
from the end of the taxable year of the company to which 
they relate. 

A mutual investment company shall demand of each of its 
shareholders <or in the case of a company all or substantially 
all of the capital stock of which is held by trustees for the 
purpose of exercising voting rights, such company shall 
demand of each of the registered holders of certificates of 
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beneficial Interest in the company) on or before the payment 
o5 any dividend made after thirty days from the date these 
regulations are approved, a written statement giving (1) 
the name and address of the actual owner, or the names and 
addresses of the actual owners, of the stock with respect to 
which the dividend is payable. (2) the name and address of 
the person who executes the statement, and (3) the number 
of shares to which the statement pertaian, or if the statement 
is made by the actual owner or his agent, the total number 
of shares actually owned by such person. 

At the time the first demand is made after the expiration 
of thirty days from the date this regulation is approved, a 
like statement shall be demanded as of the date of payment 
of any prior dividends paid within the taxable year. 

A*t. 5. Records to be kept /or purpose of determining 
whether a company claiming to be a mutual investment com¬ 
pany is a personal holding company . — For the purpose of 
determining whether a company claiming to be a mutual 
Investment company Is a personal holding company as de¬ 
fined in section 351 of the Act. the permanent records of the 
company shall show the additional information required by 
these regulations disclosing the maximum number of shares 
actually owned by each person at any time during the last 
half of the company's taxable year (in the case of an Indi¬ 
vidual actual owner, information also giving, to the best of 
his knowledge and belief, the names and addresses of, and 
the maximum number of shares actually owned by each mem¬ 
ber of his family (as defined in section 351 (b) <1) of the 
Act) at any time during the last half of the company's tax¬ 
able year, and in case the actual owner Is a corporation, part¬ 
nership, estate, or trust, information also giving the names 
and addresses and the proportionate interests of such share¬ 
holders. partners, or beneficiaries, who had beneficial in¬ 
terests to the extent of at least 10 percent at any time during 
the last half of the mutual investment company's taxable 
year). Statements giving such additional information shall 
be demanded not later than thirty days after the close of Lhq 
company's taxable year, as follows: 

(1) in the case of a company having 2,000 or more 
actual owners of its stock on any dividend payment date, 
as disclosed by statements received in response to demands 
made by the company as provided in article 3. from each 
person so disclosed or known to the company as the actual 
owner of 5 percent or more of its stock; or 

(2) in the case of a company having less than 2.000 and 
more than 200 actual owners of its stock as so disclosed, 
from each person so disclosed or known to the company as 
actually owning 1 percent or more of its stock; or 

(3) in the case of a company having 200 or less actual 
owners of Its stock from each person who is the actual 
owner of one-half of 1 percent or more of its stock. 

Art. 6. Additional information required in returns of share¬ 
holders ,—Any person who fails or refuses to comply with the 
demand of a mutual investment company for the written 
statements which articles 3 and 4 above require the com¬ 
pany to demand from its shareholders shall submit as a 
port of the income tax return required by the Act of such 
person a statement showing, to best of hi* knowledge 
and belief— 

(1) the number of shares actually owned by him at any 
and all times during the period tor which the return Is 
hied in any company claiming to be a mutual investment 
company; 

(2) the dates of acquisition of any silch stock during 
such period and the names and addresses of persons from 
whom it was acquired; 

(3) the dates of dispositions of any such stock among 
such period and the names and addresses of the trans¬ 
ferees thereof; 

(4) the names and addresses of the members of his 
family, as defined in section 351 of the Act relating to 
personal holding companies; and the maximum number 
of shares, if any. actually owned hy each in any company 
^aiming to be a mutual investment company, at any tJm* 
during the last half of the t a xabl e year of such company; 


(5) the names and addresses of any corporation, part¬ 
nership. association, or trust in which he had a beneficial 
Interest to the extent of at least 10 percent at any time 
during the period for which such return is made, and the 
number of shares of any company claiming to be a mutual 
investment company actually owned by each; and 

(6) the amount and date of receipt of each dividend 
received during such period from every company claiming 
to be a mutual investment company. 

When making demand for the written statements required 
of each shareholder under these regulations, the company 
shall inform each of the shareholders of his duty to submit as 
a part of his income tax return the statements which are 
required by the preceding paragraph if be fails or refuses to 
comply with such demand. A list of the persons failing or 
refusing to comply In whole or in part with a company's de¬ 
mand shall be maintained as a part of its records required 
by these regulations. A company which fails to keep such 
records to show the actual ownership of its outstanding stock 
as are required by these regulations, or which may be re¬ 
quired from time to time by any rule or regulation prescribed 
by the Commissioner, with the approval of the Secretary, for 
such purpose, shall not be taxable as a mutual investment 
company. 

Nothing In these regulations shall be construed to relieve 
mutual Investment companies or their shareholders from the 
duty of filing information returns required by regulations 
prescribed under sections 147 and 148 of the Act. 

£ seal I Chas. T. Russell. 

Acting Commissioner of Internal Revenue . 
Approved. August 18, 1936. 

Wayne C. Taylo*. 

Acting Secretary of the Treasury. 

JF. R. Doc. 1827—Filed. August 20. 1336; 10:66 a. m.J 


DEPARTMENT OK AGRICULTURE. 

Agricultural Adjustment Administration. 

N.KJv—u~ 3 —Maine (Maine—Amendment No. 2) 

issued August 10, 1036 

1936 Agricultural Conservation Program—Northeast 
Region 

BULLETIN NO. 2—AMENDMENT NO. 11 

Soil-Building Practices — Maine, Amendment So. 2 

Pursuant to the authority vested in the Secretary of Agri¬ 
culture under Section 8 of the Soil Conservation and Domes¬ 
tic Allotment Act, Northeast Region Bulletin No. 2,' as 
amended, for the State of MAlne Is. in respect to its applica¬ 
tion to the State of Maine, amended as follows: 

(1) The section of such bulletin entitled "Applying Lime 
and Superphosphate in Preparation for Seeding Grasses and 
Legumes" is amended by Inserting the word "or" after para¬ 
graph 8 of such section and by adding to such section 
the following new paragraphs as paragraphs 9 and 10, 
respectively; 

Payment Per Acre 

6 . 600 pounds o t ground limestone: RIjOO; or 

10 . 1.000 pounds of ground limestone: $200. 

12) There is hereby added to such bulletin after the section 
entitled "Fencing Livestock Out of Farm Woodlots" the fol¬ 
lowing new section as section vm (with a reference In such 
section VIII to footnote 1 of such bulletin): 

Vm. Improving Soil -Conserving Crape in Orchards and Vine¬ 
yard* by the Use of Nitrogen: 

Payment Per Acre 

Applying, between March 1, 1036. and December 1. 1036. not lee* 
than 200 pounds of 16-percent nitrate of soda, or IU equivalent.* 
per acre over the entire acreage of any orchard or vineyard inter - 
planted to soil-conserving crops, and leaving such lnterpiautcd 
soil-conserving crops In their entirety on the land: $ 100 . 


* 1 P, a. 806. 
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In testimony whereof. W. R. Gregg. Acting Secretary of 
Agriculture, has hereunto set his hand and caused the offi¬ 
cial seal of the Department of Agriculture to be affixed In 
the City of Washington, District of Columbia, this 19th day 
of August 1936. 

IszalI W. R. Gregg. Acting Secretary. 

|F R. Doc. 1829—Filed, August 20. 1936; 11:64 a. m.) 


N. E R.—B-2—Vermont <Vermont—Amendment No 2) 

tabued August 19. 1936 

1936 Agricultural Conservation Program—Northeast 
Region 

bulletin no. 2—amendment no. 12 

Soil-Building Practices — Vermont . Amendment No. 2 

Pursuant to the authority vested in the Secretary of Ag¬ 
riculture under Section 8 of the Soil-Conservation and Do¬ 
mestic Allotment Act, Northeast Region Bulletin No. 2,' as 
amended, for the 8tate of Vermont Is, in respect to its 
application to the State of Vermont, amended by adding 
after the section of such bulletin entitled “Fencing Livestock 
Out of Farm Woodlots'’ the following new section as Section 
VII (with a reference in such section VII to footnote 1 of 
such bulletin): 

VII, Improving Soil-Conscrving Crop* * in Orchards and Vineyarda 
by the Use of Nitrogen: 

Payment Per Acre 

Applying, between March 1, 1936. and December 1. 1936. not 
less than 200 poundo of 16-percent nitrate of soda. or its equiva¬ 
lent. 1 per acre over the entire acreage of any orchard or vineyard 
Inter pi anted to soli-conserving crop*, and leaving *uch interpl anted 
noil-conserving crop* in their entirety on the land: $100. 

In testimony whereof, W. R. Gregg. Acting Secretary of 
Agriculture, has hereunto set his hand and caused the official 
seal of the Department of Agriculture to be affixed in the 
City of Washington. District of Columbia, this 19th day of 
August 1936. 

[seal) W. R. Gregg. Acting Secretary. 

[P. R. Doc. 1830— Piled. August 20. 1936: 11:54 a. ra.| 


FEDERAL EMERGENCY ADMINISTRATION OF PUBLIC 

WORKS. 

| Administrative Order No. 79 (Supplement 10)1 
Grants— E* R. A., 1935 

August 15, 1936. 

L Paragraph 2 of Administrative Order No. 79 (Supple¬ 
ment 8). dated May 19. 1936,* is hereby amended so as to 
read as follows: 

2. 15% Advance (optional). —(a) At any time after the accept¬ 
ance by the Grantee of an offer from the Public Works Adminis¬ 
tration to aid In financing the construction of a project, the 
Grantee may request an advance on account of the grant not to 
exceed 15% of the previously approved estimated cost of the proj¬ 
ect. This advance grant may be used for paying architectural, 
engineering, and planning fees, costs of surveys, borings, and other 
preliminary Investigations, costs of preparation of plans, specifi¬ 
cations. and other forme of proposed contract documents, ana costs 
of advertisements for bids for contracts and the printing of the 
Bonds, hut not in payment for legal fees or for the acquisition of 
lands, easements, or rights of way. 

(b) In justifiable cases where the p ro gress of the work will 
be delayed due to insufficient funds, the Grantee may request 
the Administrator to permit the use for construction purposes 
or a portion of the advance grant requisitioned. The State 
Director shall submit his recommendation os to the proper dis¬ 
position of such a request. 

2. This Order is issued undear authority of Executive 
Order No. 7064 of June 7, 1935. 

Harold L. Ickxs, Administrator. 

[P. R. Doc. 1824—Piled, August 20. 1936; 10:02 a. m.] 


FEDERAL TRADE COMMISSION. 

United States of America—Before Federal Trade 
Commission 

At a regular session of the Federal Trade Commission, held 
at its office in the City of Washington. D. C., on the 15th day 
of August A. D. 1936. 

Commissioners: Charles H. March, Chairman; Garland S 
Ferguson. Jr.: Ewin L. Davis, W. A. Ayres, Robert E. Freer. 

[Docket No 26811 

In the Matter or John J. Kane, Trading as LaPep Beverage 
Company 

ORDER APPOINTING EXAMINER AND FIXING TIME AND PLACE FOR 
TAKING TESTIMONY 

This matter being at issue and ready for tlie taking of 
testimony, and pursuant to authority tested in the Federal 
Trade Commission, under an Act of Congress (38 Stat. 717; 
15 U. S. C. A.. Section 41); 

It is ordered, that John J. Keenan, an examiner of this 
Commission, be and he hereby is designated and appointed 
to take testimony and receive evidence In this proceeding 
and to perform all other duties authorized by law; 

It is further ordered, that the taking of testimony In this 
proceeding begin on Monday, August 24, 1936. at nine o’clock 
in the forenoon of that day (eastern standard time) in 
room 313 of the Old Post Office Building. Ninth Street* 
Philadelphia. Pennsylvania. 

Upon completion of testimony for the Federal Trade Com¬ 
mission, the examiner is directed to proceed immediately to 
take testimony and evidence on behalf of respondent. The 
examiner will then close the case and make his report. 

By the Commission. 

(seal! Otis B. Johnson, Secretary . 

| P. R Doc. 1825— Filed. August 20. 1936; 10:31 a. ul| 


INTERSTATE COMMERCE COMMISSION. 

In the Matter of Security for the Protection of the Public 
as Provided in the Motor Carrier Act, 1935, and of Rules 
and Regulations Governing the Filing and Approval of 
Surety Bonds, Policies of Insurance, Qualifications as a 
Self-Insurer or Other Securities and Agreements by Motor 
Carriers and Brokers Subject to the Motor Carrier Act, 
1935 

Submitted May 13. 1930 Decided August 3. 1936 

Rules and Regulations Governing the Filing and Approval 
or Surety Bonds, Policies or Insurance. Qualifications 
as a Self-Insurer or Other Securities or Agreement?;. 
Prescribed 

John H. Awtry. Edward S. Brashears. J. W. Blood. Theo. F. 
Behler. C. D. Cass, Jos. C. Colquitt. Chas . E. Cottcrill, G. H. 
Villa . Peter J. Decker . George M. Eichler, N. Ward Guthrie. 
Albert M. Hartung. R . C. Hoffman. Jr.. Geo. F. Graham . 
Edward L. Hc/ron, S. A. Market. Sterling G. MeNces, John ill. 
Meighan, Rcmbert Marshall, Edgar Watkins. Jr., Edmund W. 
Wakclec. J. AT. Zachara, and J. N. Campbell tor various 
motor carriers and parties supporting carriers. 

John E. Benton and Clyde S. Bailey for National Associa¬ 
tion of Railroad and Utilities Commissioners; Daniel de Brier 
for Board of Public Utility Commissioners of New Jersey; 
Owen B. Hunt for Commonwealth of Pennsylvania Insurance 
Commissioner; Herbert Qualls tor Tennessee Railroad and 
Public Utilities Commission; and F. J. Schaaf for Washing¬ 
ton Department of Public Service. 

Roy D. Brown, E. T. Buckley. Paul E. Blanchard. Jos C. 
Colquitt. C. H. McAuley, and R. D. Rynder for various 
shippers. 

B. B. Bridge. W . E. Benoy. G. T. Crisp. It. Bconomidy. 
Harry Green, II. O. Hirt. Eugene Heusel, Daniel V. Howell. 
David P. Janes. David J. Kadyk, Paid H. Lacqucs. S. A 
Market, and Morris Gewirz tor various insurance companies; 


•1P,R 309. 

• 1 F. R. 495. 
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rnd R B. Gwathmcy on A R. J. Doss for Atlantic Coast Line 

Railroad. 

Report of the Commission 

Division 5. Commissioners Eastman, Lee. and Caskle 
By Division 5: 

This Is an investigation. Instituted upon our own motion, 
into the matter of security for the protection of the public 
under the Motor Carrier Act, 1035. 

A hearing was had and the issues were orally argued. 
Motor carriers. State Commissions, shippers, and insurance 
companies were represented Individually and by their re¬ 
spective organizations at the hearing and much testimony 
was offered on their behalf. The Atlantic Coast Line Rail¬ 
road Company appeared but offered no evidence. A com¬ 
mittee of State Commissioners cooperated with us in deter¬ 
mining the issues. Some time prior to the hearing, our 
Bureau of Motor Carriers published a draft of proposed rules 
concerning this matter for the purpose of eliciting comments 
and criticisms, which rules are set out in appendix 1. Prac¬ 
tically all of the evidence submitted was directed to these 
proposed rules. 

The rules and regulations hereby prescribed cover all 
motor carrier operations tn interstate and foreign com¬ 
merce (not specifically exempted by the Act). Including 
those conducted solely within any State under a certificate 
of public convenience and necessity issued by the board 
of such State. Tlie language of Section 215 of the Act 
here involved is that no “certificate or permit shall be 
issued to a motor carrier or remain in force, unless such 
carrier complies with such reasonable rules and regulations 
as the Commission shall prescribe" governing security for 
the protection of the public. The second proviso of Section 
206 (a), concerning certificates of public convenience and 
necessity, is as follows: 

And proinded further, That this paragraph shall not he so 
construed os to rrqulrr any ouch carrier lawfully engaged tn 
operation solely within any State to obtain from the Commis¬ 
sion * certificate authorising the transportation by such carrier 
of passenger* or property in interstate or foreign commerce 
between places within such State if there be a board in such 
State haring authority to grant or approve such certificate* and 
if such carrier lias obtained such certificates from such board. 
Such transportation shall, however, be otherwise subject to the 
jurisdiction of the Commission under this part. 

The problem here presented to whether certificates of 
State boards described in the latter provision are included 
within those mentioned in Section 215. 

It to our opinion that the purpose of the latter provision 
was to relieve motor carriers who engaged In interstate or 
foreign commerce wholly between points within a single 
State, under the authority of a certificate from that State, 
from the burden of obtaining a further certificate from this 
Commission; and that this to its sole and only purpose and 
effect. The specific language of the last sentence of the 
proviso shows a clear intent to bring the interstate or for¬ 
eign transportation performed by such carriers under the 
jurisdiction of this Commission in every other particular. 
In effect, the quoted provision of Section 206 (a) creates a 
statutory adoption by this Commission of such State certifi¬ 
cates. tn lieu of certificates actually issued or to be issued 
by this Commission. Both constitute valid authority under 
the Act for motor carrier operation in interstate or foreign 
commerce and are 4 to be so recognized by this Commission. 
As such, both may be said to emanate from this Commission 
and to be embraced within the term “certificate" which, 
under Section 215, shall not "be issued to a motor carrier 
or remain in force" unless such carrier complies with the 
rules and regulations hereby prescribed. 

It would be clearly unfair and discriminatory, and would 
result In an anomalous and Indefensible situation to require 
compliance with such regulations by one Interstate motor 
carrier because he crossed State Uncs. and relieve another 
interstate motor carrier from such duty merely because he 
did not. We are clear that in such matters os public pro¬ 
tection, all motor carriers subject to the Act, because of their 
No. lis-j 


participation in interstate or foreign commerce, should be 
compelled to comply with the same requirements, and that 
the language of the Act as well as the public Interest demand 
the conclusion here reached. 

INSURANCE LIMITS 

Statistics on loss experience of certain insurance com¬ 
panies on intercity buses and of certain bus companies act¬ 
ing as self-insurers, excluding statistics which are apparently 
Inaccurate, reveal that on public liability losses, that is, for 
bodily injuries to or the death of any person, the vast ma¬ 
jority of individual claims are for $500 or less, that claims 
over $5,000 range from 0A to 1.2 percent of those paid, but 
that payments on the claims last mentioned range from 18.5 
to 45.5 percent of the total. These percentages are based on 
10,579 paid claims aggregating $3,086,577 covering a three- 
year period of country-wide experience. Substantially the 
same group of companies report that on intercity buses, over 
a three-year period. 31 accidents occurred in which more 
than one person was injured, and in which the aggregate cost 
per accident exceeded $10,000 The largest cost per accident 
to these companies from the 31 accidents ranged from $14,000 
to $49,378. and the average cost per company varied from 
$12,060 to $25,300. 

Data of certain Insurance companies and self-insurers 
relating to bodily injury liability loss experience on so-called 
long-haul trucks, that to. trucks operated more than 50 miles 
by common and private carriers, show that most of the 
individual claims are for $500 or less, that as to some com¬ 
panies no claims over $5,000 have been paid, and that other 
claims of the size last mentioned ranged from 0.2 to 2.3 
percent per company In number but cost from 6.8 to 49.6 
percent of the total. These percentages are based on 6.205 
paid claims totaling $2,428,629 during a three-year period 
of country-wide experience, except that the figures of one 
self-insurer cover a period of two years. The self-insurers 
and several insurance companies had no claims on accidents 
involving more than one person In which the aggregate cost 
per accident exceeded $10,000. However, other insurance 
companies In this group report that for a two-year period 13 
such accidents occurred, the largest coat per accident for the 
several companies ranging from $13,640 Co $42,064. and the 
average cost per company from $13,639 to $37,532. Much 
other evidence to the same effect was introduced. The in¬ 
surance companies' data reflect only losses within the scope 
of their policies and therefore do not Include losses sustained 
by carriers in excess of the amount of Insurance carried. 
Complete information as to the number of vehicles and the 
extent of the operations covered by these figures to not avail¬ 
able. Apparently, however, from estimates made In connec¬ 
tion with most of the data submitted, the annual operations 
of about 4.500 buses and 20.000 trucks are represented, which, 
while a minor portion of the industry, nevertheless furnish 
a good cross-section of experience. It appears that while a 
negligible percentage of public liability claims cost more than 
$5,000 each, payments on such claims represent a substantial 
proportion of the total paid. 

The evidence as to property damage liability claims to 
meager. One Insurance agency shows that for a four-year 
period payments on 208.480 claims from bus operations aver¬ 
aged $9.50 each, three exceeding $1,000 each. Included in 
these figures are 26,408 baggage loss claims averaging $6.10, 
two of which exceeded $1,500 each. A group of insurance 
companies, which carried policies covering about 3.500 trucks 
used in long-haul operations in 33 States, paid 1,365 prop¬ 
erty damage liability claims averaging $58 each, of which 
two exceeded $1,000 each. 

The record indicates that Insured carriers generally have 
primary liability insurance in amounts of $5,000 per person 
and $10,000 per accident, and in some instances $10,000 and 
$20,000 respectively, and that a considerable number of the 
larger operators maintain insurance up to amounts as great 
as or greater than those proposed by the Bureau. Addi¬ 
tional insurance to frequently carried In so-called excess 
policies which cover losses to the extent they exceed the 
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primary coverage and do not exceed the limits of the excess 
policies. No evidence is of record as to loss experience on 
such policies. 

Apparently most bus operators are insured. The limits 
for many of them, especially the smaller ones, arc $5,000 per 
person. $10,000 per accident, and $1,000 property damage. 
A substantial number of property carriers have insurance 
within these limits, and many do not have any coverage. 
The financial responsibility of a substantial number of car¬ 
riers is very limited, and the security furnished by them 
pursuant to the requirements of Section 215 will be the 
major source of compensation for any injuries by them to 
persons and loss of or damage to property. 

The present cost of insurance, when carried, is said to 
range from about 5 percent of the gross revenue for the 
larger operators to about 15 percent for the smaller ones. 
It is urged that the cost of insurance according to the limits 
proposed by the Bureau will be more than the traffic can 
bear. Based on the so-called Manual of Rates established 
by the National Bureau of Casualty and Surety Underwriters, 
raising the limits as proposed on buses would result in per¬ 
centage increases in premiums as follows: from $5,000 per 
person to $10,000. 24 percent: from $5,000 per person and 
$10,000 per accident, to $10,000 and $50,000, respectively. 59 
percent, and to $10,000 and $100,000. respectively. 76 percent: 
and under the limits proposed on trucks from $5,000 per 
person and $10,000 per accident to $10,000 and $25,000. re¬ 
spectively, 17 percent. It is pointed out that our rules will 
be a matter of public knowledge, and that if high limits are 
imposed they will be reflected to some extent in larger 
claims, eventually resulting in an Increased loss ratio. Most 
claims, however, are under $1,000, and it is conceded by some 
respondents that high limits do not necessarily affect such 
claims. Many of the larger interstate freight carriers are 
listed in the publication Official Motor Freight Guide, and in 
such listings the amount of insurance carried is generally 
indicated. 

The subject of limits of liability for insurance policies 
and other forms of security is one to which we have devoted 
a great deal of thought and as to which not all are of the 
same mind. We are unanimous in believing that higher 
limits of liability are desirable. Practical considerations 
prevent us, for the present, from prescribing such higher 
limits. One of these features is the expense which will be 
imposed upon the carriers for the insurance premiums. A 
large number of carriers have not been protected by any 
kind of insurance. Some of these are operators who have 
heretofore been regarded both by themselves and the 
States as contract carriers, but will be classified as common 
carriers under the federal act. Many others are operators 
in States which have no insurance requirements whatever. 
The expense of furnishing this Insurance will therefore 
prove to be a burden on many small carriers not hitherto 
borne by them. Moreover, we recognize that other expenses 
which are and will be new to the carrier’s experience will 
be imposed by this act, such as compiling and filing tariffs, 
and Installing safety devices which have not been previously 
required. 

It is to be expected that it will be possible in the future 
without undue burden to increase the limits of liability be¬ 
yond those now prescribed. We anticipate that the insur¬ 
ance companies and the Commission will acquire a broader 
and more accurate experience on the losses, and that such 
experience will in time Justify a reduction in premium rates. 
Insurance companies undoubtedly have charged rates which 
are designed to protect them against all hazards, and have 
not failed to make their charges amply large to cover these 
unknown contingencies. Again, the experience of the insur¬ 
ance companies, upon which their rates are based, has in¬ 
cluded both regulated and unregulated motor vehicles, and it 
Is anticipated that with safer operation which should follow 
regulation, the losses will decrease, and will be attended by 
a corresponding decrease in premium rates. We have already 
begun the collection of statistics bearing on insurance and 
are taking steps to decrease the hazards which attend motor 
vehicle transportation. After a period of operation under 


regulation it is to be anticipated that a more stable condition 
in the industry will follow, which will enable the motor 
vehicle operators to purchase Insurance for higher limits 
without undue burden. 

Concerning the actual limits which wc have adopted, it 
may be observed that they are comparable to the limits im¬ 
posed by a large majority of the States. It will be borne in 
mind that it is likely that in Stales having higher limits many 
interstate operators will also be operating intra-state and be 
required to furnish insurance up to such limits. After con¬ 
sidering all the circumstances it is our best judgment that, 
for the present, the limits hereinafter set forth in the findings 
are reasonable. 

BROKERS 

Section 211 <c> imposes upon us the duty to require brokers 
to furnish a bond or other security in such form and amount 
as will insure financial responsibility and the supplying of 
authorized transportation in accordance with contracts, 
agreements, or arrangements therefor. 

At the hearing, discussion was had as to the proposal previ¬ 
ously made by the Bureau that the security or bond to lx 
required by the broker should be in the penal sum of $5,000 
No objection was heard as to this recommendation and. we are 
of the opinion that such requirement is reasonable. 

CARGO INSURANCE 

The American Trucking Associations and a number of in¬ 
dividual property carriers and other respondents recommend 
that cargo insurance be required of all common carriers of 
property by motor vehicle. It Is generally admitted that there 
is a need for such a requirement and that shippers in genera 
are inadequately protected at present especially In those situ¬ 
ations where trucks arc the only means of transportation. A 
truckload may range In value from an amount much les^. 
than $1,000, as on low-grade heavy-loading commodities, to 
an amount over $150,000. as. for example, on silk. 

Truck cargo insurance is a form of inland marine insur¬ 
ance and may be secured by either carriers or shippers. 
The usual policy may cover anything from so-called all- 
risks to individual hazards. There is no prescribed form of 
coverage, the policies being written to meet individual needs 
The ordinary policy issued to motor carriers covers only the 
liability of carriers for lass or damage to merchandise :n 
their custody due to certain specific perils or causes, some¬ 
times called road hazards, such as fire, lightning, rise of 
navigable waters, windstorm, collision or upsets, collapse of 
bridges, and the stranding, sinking, burning, or collision of 
ferry boats that may occur while trucks are being trans¬ 
ported thereon. There are many risks excluded, such as 
loss or damage caused by fl) neglect of driver to use all 
reasonable means to preserve shipments from damage 
either before or after an accident, <2) poor packing or stow¬ 
age. or rough handling, <3> leakage, <4> shipments comim: 
in contact with other merchandise, (5) strikes or as a con¬ 
sequence of civil commotions, etc.. (6) loss of money, such 
as cash-on-delivery collections, and 17) loss or damage oc¬ 
curring while trucks are held in the carrier’s premises or 
in buildings in which trucks are usually garaged. In some 
cases losses due to hijacking of trucks are excluded entirely, 
and in others such losses are excluded while trucks are pass¬ 
ing through some particular zone. 

The Inland Maxine Underwriters Association is composed 
of 154 member companies which during 1935 wrote approxi¬ 
mately 94 percent of the total gross inland marine insurance 
written in the United States. The following data were sub¬ 
mitted by 147 of these companies which wrote 90 percent of 
the total insurance in 1935: For the period 1933-1935 on 
motor-truck cargo Insurance the total losses paid were 
$5,834,910.26 on 35,596 individual claims ranging from 10 
cents to $28,865. the averages being for 1933, 1934, and 1935. 
$165.56, $160.94, and $165.68, respectively. The total loss on 
claims over $2,500 was $1,640,893.16. In 1933. 0.82 percent 
of the number of claims were for amounts over $2,500. repre¬ 
senting 25.8 percent of the loss; in 1934, 0.79 percent of such 
claims represented 28.8 percent of the loss; and in 1935. 0.92 
percent of such claims represented 29.4 percent of the loss. 
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As the amount of Insurance carried limits the liability of the 
insurance company, the companies were unable to supply in¬ 
formation on actual losses. 

Another feature which caused us some difficulty was the 
question of whether to require cargo insurance covering 
defaults of the common carrier of property. The question 
involved a construction of the statute. It will be noted that 
Section 215 deals with two subjects. The section consists of 
three sentences, the first of which deals with security for 
the corv c equences of negligence resulting in bodily injury to 
or death of persons and for loss or damage to property of 
others. This kind of Insurance is what is commonly known 
as bodily injury liability and property damage liability and 
is written by insurance companies commonly described as 
casualty companies. The last two sentences in the section 
deal with security for loss, damage, or default in respect to" 
property transported, such insurance is commonly known 
as cargo insurance. Companies writing cargo insurance 
ordinarily are not authorized to write casualty insurance. 
Insurance against defaults represents still another kind of 
Insurance, which is commonly known as fidelity insurance. 
By defaults we understand is meant misconduct such as 
failure to transmit collections made by the carrier of C. O. D. 
shipment*, delays in delivery, certain embezzlements of 
property or money, unauthorized delivery of goods trans¬ 
ported under an "order-notify" bill of lading, and the like. 
11 would therefore be the practical result of a requirement 
for security against defaults, that the carrier of property 
would be compelled to furnish two policies of Insurance cov¬ 
ering the two separate classes of risk. Insurance against 
undefined defaults involves such hazards that many carriers 
will be unable to procure it at all. It will be noted that in 
respect to cargo insurance we are vested with a wide discre¬ 
tion. the statute differing in this respect from the provisions 
of the first sentence of the section. It reads: "the Commis¬ 
sion may in its discretion • • • require any such common 

carrier," etc. We also considered in this respect that many 
carriers do not furnish the services called C. O. D. service. 
If a carrier does furnish such service, he must provide by a 
rule in his tariff for its rendition. Not many tariffs filed 
with us contain such a rule and it is probable that the larger 
number of common carriers are not authorized to render 
this service and do not desire to do so. We also consider 
that it is within the power of a shipper who desires to have 
C. O. D. service to require security from the carrier or to 
procure it at his own expense from an insurance company 
writing such insurance. For the foregoing reasons we have 
decided, for the present, to make no provision for insurance 
against what has been described as defaults. 

We have determined to exercise the discretion given by 
statute by not requiring cargo insurance of carriers of pas¬ 
sengers. We recognize that passenger carriers transport a 
certain amount of property for hire in the form of express, 
newspapers, excess baggage, etc., and that in certain in¬ 
stances property of this class will be transported in a 
vehicle other than that in which passengers are transported. 
We considered requiring cargo Insurance covering this trans¬ 
portation, but have decided not to do so at this time for 
the reasons that no demand for this protection was expressed 
by any of the parties either at the bearing or in subse¬ 
quent conferences, that few. If any. States make thu re¬ 
quirement. that usually such losses are small in value, and 
•hat the passenger carriers as a class have a fairly high 
degree of financial responsibility, and might safely be looked 
upon as qualifying as self-insurers to this limited extent. 
We are of the optnion that, unless and until experience in¬ 
dicates otherwise, no requirement should be made for cargo 
nsurance of this type. 

At the hearing a very considerable amount of testimony 
was offered, and very illuminating briefs have been filed on 
the subject of shipper’s cargo insurance. The plan in ques¬ 
tion may be briefly summarized as follows: cargo insurance 
»s furnished which protects both the carrier and the shipper, 
and which covers not only the ordinary features of cargo 
insurance but certain other hazards as well. The expense 
of this insurance is divided between thp shipper and car¬ 


rier. and carriers' transportation charges are reduced to that 
extent. Cases arc now pending before the Commission on 
which this question is raised directly. It is believed de¬ 
sirable to determine this question in a proceeding in which 
it is made a direct issue rather than in a proceeding of this 
kind. We will, therefore, not pass upon this question at 
the present time. 

BONDS. INSURANCE POLICIES. FORMS. AND PROCEDURE 

It will be noted that our rules do not require the filing 
with us of the actual policy of insurance but instead requiro 
filing only of a certificate of Insurance. We deem it desir¬ 
able to make some explanation of the administrative method 
contemplated and the reasons for adopting it. Wc have 
prescribed a form of endorsement to be attached to policies 
of insurance Issued by insurance companies to motor carriers. 
This endorsement will describe the insurance coverage which 
we require and will provide that the endorsement is para¬ 
mount to any term or condition in the policy or to any 
other endorsement attached thereto. We regard tills en¬ 
dorsement as stating In substance all the coverage which 
our rules require. We recognize that many conditions and 
provisions of policies of insurance are proper as between 
the insurer and the insured, but since the purpose of re¬ 
quiring the insurance is for the protection of the public 
and since those features which we deem essential for such 
protection are Included in the endorsement, we consider it 
unnecessary to require the policy itself to be filed with us. 
Wc have therefore concluded to adopt a practice which 
has been inaugurated by other departments of the Govern¬ 
ment and by some State commissions, in which all that will 
be required to be filed with us is a certificate from the 
insurance company, reciting that our prescribed form of 
endorsement has been attached to a policy of insurance, 
together with a description of the policy by indicating its 
effective date and date of termination and parties and 
number, and the territorial limits which it covers. This 
certificate, coupled with the requirement that on our request 
a duplicate original of such policy and all endorsements 
will be furnished, and the Insurance company's acquiescence 
and specific agreement to such requirements, seems all that 
is requisite for the protection of the public. The practice 
is Justified by economy in administration, because of the 
facility with which such certificates may be examined and 
filed, thus relieving us of the necessity of examining all of 
the various terms and conditions of policies. The success 
which has attended the use of such system by other com¬ 
missions prompts us to adopt this method. 

Sections 211 (c) and 215 of the act empower us to pre¬ 
scribe reasonable rules and regulations governing the filing 
and approval of surety bonds and policies of insurance which 
we may require as a condition to the issuance of a certifi¬ 
cate, permit, or license. As an incident to such filing and 
approval it is necessary that we set up certain standards as 
to the acceptability of the contract of insurance and financial 
responsibility of the issuing company. 

The rules and regulations proposed by the Bureau for the 
approval of bonds and bonding companies are based on the 
provisions of United States Code, title 6. sections 6-13. called 
the Corporate Surety Act or the Surety Companies Act. 
This act is deemed to be applicable to surety companies 
furnishing bonds required by us. With respect to the ap¬ 
proval of surety bonds written by corporate surety com¬ 
panies, we will, in accordance with the laws of the United 
States, require such bonds to be written by companies au¬ 
thorized thereto by the Treasury Department of the United 
States. 

It is contemplated that the liability in the bond shall be 
the limit prescribed per vehicle times the number of vehicles, 
the obligation to be continuous during the life of the bond 
regardless of payments thereunder. This is a so-called open 
penalty bond on which the premium, it is claimed, is ex¬ 
tremely high, namely. $10 per annum per $1,000 (1%) on 
the maximum limit of bodily injuries for each vehicle. For 
example, the rate cm a bus covered for $50,000 is $500. The 
bond merely guarantees payment by the surety if the car- 
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rier defaults* It is suggested that the public would be ade¬ 
quately protected under a so-called fixed penalty bond for a 
reasonable amount such as double the limits of insurance 
prescribed for one accident subject to a maximum obligation 
of $100*000. Under thi* bond, the obligation is discharged 
when the amount named is paid. It is urged that as only 
financially strong carriers would be able to procure such 
bonds without depositing full collateral and such com¬ 
panies are primarily responsible, the public would be amply 
protected. We are not persuaded, however, that a bonded 
carrier should be permitted to furnish less security than the 
minimum prescribed for insured carriers. 

Another rule proposed by the Bureau was that insurance 
must be written by one insurance company for the full limits 
prescribed. The evidence is to the effect that this require¬ 
ment, which prohibits excess insurance within such limits, 
would, in view of the coverage proposed, render the co6t of 
Insurance prohibitive* The cost of primary and excess in¬ 
surance in combination is much less than that for a single 
policy for the total amount. An example based on manual 
rates shows that on an assumed premium of $2.25 per $1,000 
gross annual earnings, the net cost for 200 buses covered for 
$10,000 per person. $50,000 per accident, and $5,000 property 
damage would be $125,400, whereas the cost of primary in¬ 
surance of $10,000 for one or more persons and $5,000 prop¬ 
erty damage would be $86,800 and on an excess policy for 
$200,000 above the first $10,000 covering one or more persons 
would be $15 per bus or $3,000. making a total cost of 
$91,800. The principal objection to two policies on one risk 
U due to the so-called contribution question, which arises 
when the primary company seeks from the excess company a 
contribution on a settlement which may be had within the 
primary limits but which, if not made and the claim involved 
is litigated, might result in a verdict in excess of the primary 
cover. It is stated that this situation occasionally develops 
in an insignificant number of cases and may result in post¬ 
ponement of a settlement, but that claimant does not lose 
thereby. It is. of course, clear that while controversies be¬ 
tween insurance companies obstruct settlements and delay 
payments, regardless thereof claimant will, if he litigates his 
claim, eventually secure judgment for the damage sustained 
if entitled thereto plus interest from the date of the accident. 
In theory, therefore, claimant would lose nothing by such 
delay. Delays are disadvantageous in many respects, how¬ 
ever, and are always dangerous if there is any question as to 
the solvency of the insurance company. It is desirable for 
the coverage, if possible, to be written under one policy and 
the general practice is in this direction, especially when the 
policy limits are not such as to provide for all contingencies. 

A standard proposed by the Bureau for insurance companies 
was that the policy must be Issued by a company licensed to 
do business in every State in which the policy is effective. 
Most States require by law or regulation that motor vehicles 
for hire within their jurisdiction must be insured by domesti¬ 
cated insurance companies. As an alternative to domestica¬ 
tion it Is suggested that an insurance company should be per¬ 
mitted to appoint an agent for service of process in each State 
In which its policies are In effect and file an agreement with 
the proper authorities in such State that the policy shall be 
construed under and subject to Its law and that, subject to 
the limits contained In the policy. In any action or proceed¬ 
ing thereon the Insurance company shall pay any Judgment 
becoming final. If one of the above rules were not adopted, a 
claimant would be compelled to sue the insurance company in 
Its home State or in a State in which It was domiciled, in the 
event the company tried to evade responsibility. The do¬ 
mestication requirement, it is stated, will cause expense to 
insurance companies in connection with complying with State 
regulations. This expense could be saved without sacrifice of 
security, it Is urged, if the alternative suggestion were adopted. 

An additional standard proposed by the Bureau was to the 
effect that policies must be written by an insurance company 
with a minimum surplus to policy holders of $250,000, of 
which $100,000 shall be on deposit with the Insurance depart¬ 
ment of its home State or any of the States in which it is 


licensed. The Corporate Surety Act provides that corporate 
bonds required or permitted by laws of the United States must 
be written by companies with a paid-up capital of not less 
than $250,000 in cash or its equivalent. Hie United State, 
Treasury Department, under rules and regulations issued in 
connection with that act. requires a deposit fund similar lo 
tha: here proposed. Certain small insurance companies state 
that their policies would be unacceptable under this standard, 
and that they would thereby sustain serious financial losses, 
and that If all companies unable to meet the requirements 
were prevented from writing this business, there would be a 
dearth of companies, with a resultant trend toward monopoly 
and higher rates. However, an analysis of the business 
written by these respondents based on the loss-experience 
data furnished at our request discloses that they have cov¬ 
ered none of the interstate buses and a negligible number 
of long-haul trucks. While it may be conceded, as these re¬ 
spondents contend, that the surplus of an Insurance company 
is not the only measure of Its solvency, it Is desirable that 
there be some standard of financial responsibility. It is also 
urged that the domestication rule, if established, would set a 
sufficiently high standard. It is conceded, however, that some 
companies which are authorized to do business in certain 
States could not qualify In others. The mutual companies of¬ 
fered evidence in support of their position that some value 
should be attached to the assessment feature in their policies 
and that an allowance therefor should be made in the capi¬ 
talization standard. 

One of the most difficult questions which Is presented by 
this record is that of determining the standards of eligibility 
and responsibility of insurance companies. Wc recognize that 
it probably will be necessary in the development of regulation 
to prescribe standards for the insurance companies writing 
insurance for the protection of the public. We are. however 
confronted with the difficulty that neither this nor any other 
department of the Federal Government now possesses facili¬ 
ties designed for the investigation and determination of the 
responsibility of insurance companies, financial or otherwise. 
The various States through their existing insurance depart¬ 
ments do havf these facilities. 

The practical solution of the problem, therefore, is that, for 
the time being and until we are better prepared foT the per¬ 
formance of this duty, wc be guided by the standards for 
insurance companies acceptable to the States. With this 
principle in mind, we have decided to require that the insur¬ 
ance companies be legally authorized to transact business in 
each State in which their policies cover the operations of the 
insured motor carrier. 

It is recognized that to some extent this may impose a 
hardship on the insurance companies. In many instances 
insurance companies with a high degree of responsibility do 
not, for reasons of their own. desire to enter certain States. 
The question of the ability of reciprocal and mutual com¬ 
panies to qualify arises, for the reason that in some States 
there is no provision In the law for licensing insurance insti¬ 
tutions of this kind. Thus it may happen that in some in¬ 
stances insurance companies which may desire to write 
insurance for a particular motor carrier may not be able to 
do so under the rule which we have adopted. On the other 
hand, it will be borne in mind that ai many instances the 
carriers who come under our regulation are also operating 
intrastate under the regulation of the States. It is almost a 
universal requirement of the States that motor carriers file 
insurance policies written by domesticated insurance com¬ 
panies: hence a very large number of the motor carriers sub¬ 
ject to our jurisdiction already have procured insurance 
written by companies domesticated in the States in which 
they operate, and our rule will impose no undue burden upon 
them or upon the Insurance companies. Furthermore, our 
rules do not limit the carrier to the furnishing of one single 
policy, provided, of course, that his entire operation is cov¬ 
ered by some form of the security provided for the protection 
of the public. Hence, in the cases in which difficulty may be 
encountered because of our requirements of domestication, 
the carrier may, under our rules, furnish a policy written by 
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some company domesticated in the State, even though he 
may have to furnish more than one policy or some other 
form of security covering portions of his operation. 

What has been said is not to be understood as authoriz¬ 
ing excess policies, which, because of the limits of liability 
adopted by us. are deemed undesirable and will not be 
accepted. 

8KLF-INSURANCE 

It la generally conceded that self-Insurance requirements 
should be stringent and that carriers availing themselves of 
this privilege should maintain adequate reserves to meet 
claims. It is urged, however, that no set rules be established 
and that each application for the right to self-insure receive 
individual consideration. 

Prior to the hearing, the Bureau had submitted a tenta¬ 
tive proposal providing for minimum financial standards 
us qualifications for self-insurance. Much discussion and 
some criticism of these standards developed at the hearing. 
After due consideration we are of the opinion that the 
standard by which the qualifications of a self-insurer or 
other arrangements contemplated by the statute should be 
measured Is that such self-Insurance or such other arrange¬ 
ments afford the public the security contemplated in Sec¬ 
tion 215 of the Motor Carrier Act. 1935. this fact to be 
determined by us after consideration of the merits of each 
individual case. 

No evidence was introduced in opposition to the other 
rules proposed. 

FINDINGS 

Upon the facts we find and conclude that, under Sections 
211 <c> and 215 of the Motor Carrier Act, 1935: 

1. Reasonable minimum amounts of insurance for bodily 
injury or death on each motor vehicle transporting passen¬ 
gers are and will be as follows: For one person. $5,000: 
subject to that limit per person, for all persons in any one 
accident where the seating capacity is 7 passengers or less. 
$15,000 ; 8 to 12 passengers, inclusive, $20,000; 13 to 20 
passengers, inclusive. $30,000 ; 21 to 30 passengers, inclusive. 
$40,000; and 31 passengers, or more. $50,000; and for prop¬ 
erty damage. $1,000. 

2. Reasonable minimum amounts of insurance on each 
motor vehicle transporting property for bodily Injury or 
death are and will be: For one person. $5,000; subject to 
that limit per person, for all persons In any one accident. 
$10,000; and for property damage, $1,000. 

3. A reasonable minimum amount of insurance to cover 
loss or damage to property belonging to shippers or consignees 
and coining into the possession of such carrier in connection 
with its transportation service is and will be: For the loss 
or damage to property carried on any one motor vehicle. 
$1,000; for loss of or damage to or aggregate of losses or dam¬ 
ages of or to property occurring at any one time and place. 
$ 2 , 000 . 

4. A reasonable minimum amount of protection as a con¬ 
dition to the Issuance of a broker's license is and will be a 
bond or other security in the sum of $5,000. 

5. Each certificate or policy of Insurance or surety bond 
with corporate or individual sureties filed with us for ap¬ 
proval must be for not less than the full limits of liability 
prescribed by us; and in each case In w’hlch surety on any 
bond is a surety company, such company must be one ap¬ 
proved by the United States Treasury Department under 
the laws of the United States and the applicable rules'and 
regulations governing bonding companies. 

6. Upon this record, no set rules governing the qualifica¬ 
tions for self-insurers can be established and for the present 
we will receive and consider for approval the application of 
any motor carrier which can establish to our satisfaction its 
ability to satisfy its obligations for bodily injury liability, 
property damage, or cargo liability without affecting the sta¬ 
bility or permanency of Its business; and wc will also consider 
applications for approval of securities or other agreements 
other than surety bonds, policies of insurance, or qualifica¬ 
tions as a self-insurer. 


iai7 

7. In order to afford reasonable security for the protection 
of the public, endorsements for policies of insurance, surety 
bonds, certificates of insurance and applications to qualify 
as a self-insurer and notices of cancellation must be in the 
forms prescribed and approved by this Commission. 

8. In order to afford reasonable security for the protection 
of the public, all policies of insurance as amended by endorse¬ 
ments must be written by Insurance companies legally au¬ 
thorized to transact business in each State in which their 
policies cover the operations of the insured motor carrier. 

9. In order to afford reasonable security for the protection 
of the public no surety bond, policy of insurance, endorse¬ 
ment or certificate of insurance or other securities and agree¬ 
ments sha ll be cancelled or withdrawn until alter thirty 
days' notice to this Commission. 

10. The following rules are reasonable and should be 
adopted: 

RULE X 

No motor carrier subject to the provisions of the Motor 
Carrier Act. 1935. shall engage in interstate or foreign com¬ 
merce. and no certificate or permit shall be issued to a motor 
carrier, or shall remain in force unless and until there shall 
have been filed with and approved by the Commission a 
surety bond, policy of insurance <or certificate of insurance 
in lieu thereof!, qualifications as a self-insurer, or other 
securities or agreements in not less than the amounts herein¬ 
after prescribed, conditioned to pay. within the amount of 
such surety bond, policy of insurance tor certificate of Insur¬ 
ance In lieu thereof), qualifications as a self-insurer, or other 
securities or agreements any final judgment recovered 
against such motor carrier for bodily injuries to or the 
death of any person resulting from the negligent operation, 
maintenance, or use of motor vehicles under such certificate 
or permit, or for loss or damage to property of others: nor 
shall any common carrier by motor vehicle subject to the 
provisions of said Act engage in Interstate or foreign com¬ 
merce. nor shall any certificate be issued to such carrier, 
nor remain in force unless and until there shall have been 
filed with and approved by the Commission a surety bond, 
policy of insurance (or certificate of insurance In lieu 
thereof), qualifications as a self-insurer, or other securities 
or agreements in not less than the amounts hereinafter pre¬ 
scribed. conditioned upon such carrier making compensation 
to shippers or consignees for all property belonging to ship¬ 
pers or consignees and coming into the possession of such 
carrier in connection with its transportation service. 

rule n 

The minimum amounts referred to in Rule I are hereby 
prescribed as follows: 

A. Motor Carriers—Bodily Injury Liability—Property Damage 
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B. Motor Common Carriers—Cargo Liability 

Security required to compensate shippers or consignees for 
loss of or damage to property belonging to shippers or con¬ 
signees and coming into the possession of motor common 
carriers in connection with their transportation service. (1) 
for loss of or damage to property carried on any one motor 
vehicle—$1,000; (2) for loss of or damage to or aggregate 
of losses or damages of or to property occurring at any one 
time and place—$2,000. 

RULE Ill 

The following combinations will be regarded as one motor 
vehicle for purposes of these rules. (1) a tractor and trailer 
or semi-trailer when the tractor is engaged solely in drawing 
the trailer or semi-trailer, and (2) a truck and trailer when 
both together bear a single load. 

rule iv 

Brokers 

No person shall engage in the business of a broker as de¬ 
fined in the Motor Carrier Act, 1935. and no brokerage license 
shall be issued to any such person nor rrm&ln in force unless 
and until such person shall have furnished a bond or other 
security approved by the Commission, in an amount of not 
less than $5,000, and in such form as will insure the financial 
responsibility of such broker and the supplying of authorized 
transportation in accordance with the contracts, agreements, 
or arrangements therefor. 

guts V 

Qualifications as a Self-Insurer and Other Securities or 
Agreements 

The Commission will give consideration to and will approve 
the application of a motor carrier to qualify as a self-insurer 
if such carrier furnishes a true and accurate statement of its 
financial condition and other evidence which will establish 
to the satisfaction of the Commission the ability of such 
motor carrier to satisfy its obligations for bodily injury lia¬ 
bility. property damage liability, or cargo liability without 
affecting the stability or permanency of the business of such 
motor carrier. 

The Commission will also consider applications for approval 
of oilier securities or agreements and will approve any such 
applications if satisfied that the security or agreement 
offered w r ill afford the security for the protection of the 
public contemplated by Sections 211 <c> and 215 of the 
Motor Carrier Act. 1935. 

RULE VI 

Bonds and Insurance Policies 

Each certificate or policy of Insurance or surety bond with 
corporate or individual sureties filed with the Commission 
lor approval must be for not less than the full limits of 
liability required under these rules and regulations. In each 
case in which the surety on any such bond is a surety com¬ 
pany. such company must be one approved by the United 
States Treasury Department under the laws of the United 
States and the applicable rules and regulations governing 
bonding companies. 

rule vn 

Forms and Procedure 

Endorsements for policies of insurance, surety bonds, 
certificates of insurance, and applications to qualify as a self- 
insurer or for approval of other securities or agreements, and 
notices of cancellation all mast be In the forms prescribed 
and approved by the Commission. 

Certificates of insurance, surety bonds, and notices of can¬ 
cellation must be filed with the Commission In triplicate. 
Upon receipt and approval by the Commission one copy 
will be stamped "received and approved" and returned to the 
home office of the insurance or surety company. 

Insurance policies and surety bond shall be written in the 
full and correct name of the Individual, partnership, corpo¬ 


ration. or other person to whom the certificate, permit, or 
license Is, or is to be. Issued. In case of a partnership all 
partners shall be named. 

Surety bonds, policies of insurance, endorsements, or certifi¬ 
cates of Insurance, and other securities and agreements shall 
not be cancelled or withdrawn until after thirty (30) days* 
notice in writing by the insurance company, surety, or sure¬ 
ties, motor carrier, broker, or other party thereto as the cas* 
may be, has first been given to the Commission at its office 
in Washington. D. C.. which period of thirty (30) days shall 
commence to run from the date such notice is actually re¬ 
ceived at the office of the Commission. 

Motor carriers and brokers subject to the Jurisdiction of 
this Commission are hereby required to maintain in effect 
at all times the security for the protection of the public 
contemplated In Sections 211 (c) and 215. Motor Carrier 
Act, 1935, and prescribed by these rules. 

RULE VIII 

Policies of insurance as amended by the endorsement 
provided by these rules covering bodily injury liability, 
property damage liability, and cargo liability mast be 
written by insurance companies legally authorized to trans¬ 
act business in each State in which their policies cover 
the operations of the insured motor carrier, except that 
more than one policy of Insurance may be ured In cases 
where, in the judgment of the Commission, the territorial 
operations of such carriers warrant separate coverage on 
separate portions of theif routes or territories. 

RULE IX 

The Commission may revoke its approval of any surety 
bond, policy of insurance (or certificate of Insurance in lieu 
thereof), qualification as a self-insurer, or other securities 
or agreements if it finds at any time that such security no 
longer complies with these rules. 

An appropriate order will be entered. 

Caskxe. Commissioner, concurring in part: 

I concur in the conclusions of the majority except in two 
respects, < I) that the amounts of insurance here prescribed to 
secure compensation for personal injuries from the negligent 
operation, maintenance, or ase of passenger and freight motor 
vehicles are reasonable within the meaning of that term as 
ased in section 215 of the Motor Carrier Act, 1935, and <2) 
that the amounts of insurance fixed to cover loss of or damage 
to cargo are adequate to secure compensation to shippers 
therefor. 

The title, viz, "Security for the Protection of the Public", 
and the context of section 215 clearly disclose that its essen¬ 
tial purpose is the protection of the public. In fixing the 
amounts of insurance to secure compensation for personal in¬ 
juries the majority have given controlling weight to the opin¬ 
ions and contentions of certain of the parties, largely unsup¬ 
ported by any evidence of probative value, as to what the 
industry can afford. Thus they have failed to give considers 
Uon to or to make provision for the all-important factor of 
adequate protection of the public. According to my informa¬ 
tion. $5,000. the minimum amount of insurance required by 
the majority to secure compensation for injuries to or the 
death of one person caused by the negligent operation of 
passenger and freight motor vehicles, and $10,000, the mini¬ 
mum amount at Insurance required to secure compensation 
for injuries to or death of all persons in one accident cau c *ed 
by the negligent operation of freight motor vehicles, are the 
smallest amounts of insurance for which policies generally 
are written by casualty companies. The fact, stressed by the 
majority, that these amounts correspond to the minimum 
amounts of liability insurance required by a large majority 
of the States in the case of passenger and freight motor car¬ 
riers, therefore, is without significance as indicating that such 
amounts have been found by those States to constitute ade¬ 
quate protection to the public. Aside from the fact that, 
these amounts will not afford adequate protection to the 
public, the record indicates that they will be Insufficient to 
protect the investment of the small operator in the event he 
meets with a serious accident. 
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In my opinion, the evidence fully warrants the prescription 
of $10,000 as a reasonable amount of Insurance to secure 
compensation for bodily injuries to or the death of any one 
rv r^on caused by the negligent operation of either passenger 
or freight motor vehicles; of $20,000 to $75,000 as reasonable 
^mounts to secure compensation for bodily injuries to or 
the death of all persons in any one accident caused by the 
negligent operation of passenger motor vehicles; and of 
$20,000 as a reasonable amount to secure compensation for 
bodily Injuries to or death of all persons Injured or killed in 
any one accident by the negligent operation of freight motor 
vehicles. These or greater amounts of insurance are carried 
by most of the motor carrier operators who testified at the 
hearing herein. Substantially these or higher Insurance 
limits are required in seven States’ on passenger motor 
vehicles and in six States* an freight motor vehicles. No 
evidence was offered that these limits are more than the 
motor carrier industry in these States can afford. In 
Illinois. Indiana, Michigan, and Wisconsin, in which it is a 
matter of common knowledge that the great bulk of 
passenger and freight motor vehicles Is manufactured, the 
minimum insurance limits for personal liability are $10,000 
for one person, except in Michigan, where he minimum limit 
l $20,000. and except that in Indiana the minimum limit 
on freight motor vehicles Is $5,000. There is no evidence 
that these limits have In any way impeded motor carrier 
operations or interfered with the ability of motor carriers to 
do business in these States, each of which is an important 
field of motor carrier operations. 

The amounts of insurance required by the majority as to 
cargo are substantially less than those recommended by the 
American Trucking Associations and will not. in my opinion, 
afford adequate security for the protection of shippers. The 
effect will be to impose upon the shippers In many instances 
the duty of carrying their own insurance. In my opinion, 
the limits should be not less than $2,500 for one vehicle and 
$5,000 for the aggregate losses or damages at any one time 
and place. 

Hulo and Regulations Governing the Piling and Approval 
of Surety Bonds. Policies of Insurance, Qualifications as 
a Self-Insurer, or Other Securities and Agreements by 
Motor Carriers and Brokers Subject to the Motor Car¬ 
rier Act, 1035 

SECTIONS 211 (C) AND 215 OF THE MOTOR CARRIER ACT. 1935 

Sec 211 <c). The Commission shall prescribe reasonable rule* 
Mid regulations tar the protection of travelers or shippers by 
motor vehicle, to be observed by any person holding a brokerage 
license, and no such license shall be Issued or remain In force 
unices such person shall have furnished a bond or other security 
approved by the Commission. In such form and amount as wtU 
mmire financial responsibility and the supplying of authorised 
transportation in accordance with contracts, agreements, or 
arrange menu therefor 

Sac. 215 No certificate or permit shall be issued to a motor 
carrier or remain In force, unless such carrier complies with such 
reasonable rules and regulations os the Cocnmlmloncr shall pre¬ 
scribe governing the filing and approval of surety bonds, policies 
of Insurance, qualifications as a self-insurer, or other securities 
or agreement*. In such reasonable amount as the Commission 
may require, conditioned *to pay, within the amount of such 
Mirety bond* policies of Insurance, qualifications as a self-insurer, 
cr other securities or agreements, any final Judgment recovered 
ogainst such motor carrier for bodily Injuries to or the death of 
any person resulting from the negligent operation, maintenance, 
or use of motor vehicles under such certificate or permit, or far 
loss or dAmsge to property of others. The Commission may. in 
its discretion and under such rules and regulations as It shall 
prescribe, require any such common carrier to file a surety bond, 
policies at insurance, qualifications os a self-insurer, or other 
*M:urltkef or agreements, in a sum to be determined by the Com¬ 
mission. to be conditioned upon such carrier making compensation 
to shippers and/or consignees for all property belong • to shippers 
.ind/of consignee*, and coming Into the possession of such carrier 
in connection with Its transportation service. Any carrier which 
may be required by law to compensate a shipper and/or consignee 
for soy loss, damage, or default far which a connecting motor 
• ommon comer is legally responsible shall be subrogated to the 

'Connecticut. Illinois. Indiana. Michigan, Minnesota, Missouri, 
and Wisconsin 

- Illinois, Louisiana, Maine, Michigan. Minnesota, and Wisconsin. 
'So In original. 


rights of such shipper and. or consignee under any such bond, 
policies of insurance, or other securities or agreements, to the 
extent of the sum so paid. 

The cancellation or expiration of a policy of insurance or 
other form of security for the protection of the public pro¬ 
vided for in these rules or the revocation by the commission 
of its approval of any policy of insurance or other form of 
security without substitution of other security approved by 
the commission will under the terms of the foregoing sections 
of the Motor Carrier Act. 1935. render of no force any cer¬ 
tificate. permit, or license in connection with which such 
security teas accepted or approved , and all authority to oper¬ 
ate granted by this commission can be lawfully exercised only 
so long as the security provided lor by section 211 (c) and 
215 of the Motor Carrier Act . 1935. and by the rules of this 
commission remains m effect. 

Order 

At a Session of the Interstate Commerce Commission, Divi¬ 
sion 5. held at its office in Washington. D. C.. on the 3rd day 
of August A. D. 1936. 

In the Matter of Security tor the Protection of the Pubuc 
as Provided in the Motor Carrier Act, 1935, and of Rules 
and Regulations Governing the Piling and Approval of 
Surety Bonds. Policies of Insurance, Qualifications as 
a Self-Insurer or Other Securities and Agreements by 
Motor Carriers and Brokers Subject to the Motor Car¬ 
rier Act, 1935 

It appearing. That by order dated February 20. 1936, the 
Commission, by Division 5. entered upon an Investigation into 
and concerning security for the protection of the public as 
provided in the Motor Carrier Act. 1935. and rules and regula¬ 
tions governing the filing and approval of surety bonds, poli¬ 
cies of insurance, qualifications as self-insurer, or other se¬ 
curities and agreements by motor carriers and brokers subject 
to the Motor Carrier Act. 1936; 

It further appearing. That a full investigation of the mat¬ 
ters and things involved has been had. and that the Com¬ 
mission. by Division 5. on the date hereof, has made and filed 
a report containing its findings of fact and conclusions 
thereon, which said report is hereby referred to and made a 
part hereof: 

It is ordered . That the following rules and regulations be. 
and they are hereby, approved and prescribed, and from and 
after the 15th day of November 1936, shall be observed by 
motor carriers and brokers subject to the Motor Carrier 
Act. 1935. as the minimum requirement: 

rule x 

No motor carrier subject to the provisions of the Motor 
Carrier Act, 1935. shall engage in Interstate or foreign com¬ 
merce. and no certificate or permit shall be issued to a 
motor carrier, or shall remain in force unless and until 
there shall have been filed with and approved by the Com¬ 
mission a surety bond, policy of insurance (or certificate 
of insurance in lieu thereof >, qualifications as a self-insurer, 
or other securities or agreements in not less than the 
amounts hereinafter prescribed, conditioned to pay, within 
the amount of such surety bond, policy of insurance (or 
certificate of insurance in lieu thereof», qualifications as a 
self-insurer, or other securities or agreements any final 
Judgment recovered against such motor carrier for bodily 
injuries to or the death of any person resulting from the 
negligent operation, maintenance, or use of motor vehicles 
under such certificate or permit, or for loss or damage to 
property of others: nor shall any common carrier by motor 
vehicle subject to the provisions of said Act engage in 
interstate or foreign commerce, nor shall any certificate be 
issued to such carrier, nor remain in force unless and until 
there shall have been filed with and approved by the Com¬ 
mission a surety bond, policy of Insurance (or certificate 
of Insurance in lieu thereof). qualifications as a self-insurer, 
or other securities or agreements in not less than the 
amounts hereinafter prescribed, conditioned upon such car¬ 
rier making compensation to shippers or consignees for all 
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property belonging to shippers or consignees and coming 
Into the possession of such carrier In connection with Its 
transportation service. 

RULE n 

The minimum amounts referred to In Rule I are hereby 
prescribed as follows: 

A. Motor Carriers — Bodily Injury Liability—Property 
Damage Liability 
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B Motor Common Carriers—Cargo Liability 

Security required to compensate shippers or consignees for 
lass of or damage to property belonging to shippers or con¬ 
signees and coming into the possession of motor common 
carriers In connection with their transportation service. (1) 
for loss of or damage to property carried on any one motor 
vehicle—$1,000: (2) for loss of or damage to or aggregate of 
losses or damages of or to property occurring at any one time 
and place—$2,000. 

rule m 

The following combinations will be regarded as one motor 
vehicle for purposes of these rules, cl) a tractor and trailer 
or semi-trailer when the tractor is engaged solely In drawing 
the trailer or semi-trailer, and (2) a truck and trailer when 
both together bear a single load. 


the public contemplated by Sections 211 (c) and 215 of the 
Motor Carrier Act. 1935. 


RULE VI 

Bonds and Insurance Policies 

Each certificate or policy of insurance or surety bond 
with corporate or individual sureties filed with the Commis¬ 
sion for approval must be for not less than the full limits 
of liability required under these rules and regulations. In 
each case in which the surety on any such bond is a surety 
company, such company must be one approved by the 
United States Treasury Department under the laws of the 
United States and the applicable rules and regulations 
governing bonding companies. 

rule vn 

Forms and Procedure 

Endorsements for policies of Insurance, surety bonds, cer¬ 
tificates of Insurance and applications to qualify as a self- 
insurer. or for approval of other securities or agreements, and 
notices of cancellation all must be in the forms prescrib' d 
and approved by the Commission. 

Certificates of insurance, surety bonds, and notices of can¬ 
cellation must be filed with the Commission In triplicate. 
Upon receipt and approval by the Commission one copy will 
be stamped “received and approved” and returned to the 
home office of the insurance or surety company. 

Insurance policies and surety bonds shall be written in the 
full and correct name of the individual, partnership, corpora¬ 
tion or other person to whom the certificate, permit, or license 
is or is to be issued. In case of a partnership ail partner; 
shall be named. 

Surety bonds, policies of insurance, endorsements, or cer¬ 
tificates of insurance and other securities and agreements 
shall not be cancelled or withdrawn until after thirty (30) 
days* notice in writing by the Insurance company, surety or 
sureties, motor carrier, broker, or other party thereto as the 
case may be. has first been given to the Commission at its 
office In Washington, D. C.. which period of thirty (30) days 
shall commence to run from the date such notice is actually 
received at the office of the Commission. 

Motor carriers and brokers subject to the jurisdiction of 
this Commission are hereby required to maintain in effect 
at all times the security for the protection of the public con¬ 
templated In Sections 211 (c) and 215. Motor Carrier Act, 
1935, and prescribed by these rules. 


RULE IV 

Brokers 

No person shall engage in the business of a broker as de¬ 
fined in the Motor Carrier Act, 1935, and no brokerage 
license shall be issued to any such person nor remain in 
force unless and until such person shall have furnished a 
bond or other security approved by the Commission, in an 
amount of not less than $5,000, and in such form as will in¬ 
sure the financial responsibility of such broker and the sup¬ 
plying of authorized transportation in accordance with the 
contracts, agreements, or arrangements therefor. 

RULE V 

Qualifications as a Self-Insurer and Other Securities or 
Agreements 

The Commission will give consideration to and will ap¬ 
prove the application of a motor carrier to qualify as a 
self-insurer If such carrier furnishes a true and accurate 
statement of its financial condition and other evidence 
which will establish to the satisfaction of the Commission 
the ability of such motor carrier to satisfy Its obligations 
for bodily Injury liability, property damage liability. Or 
cargo liability without affecting the stability or permanency 
of the business of such motor carrier. 

The Commission will also consider applications for ap¬ 
proval of other securities or agreements and will approve 
any such applications if satisfied that the security or agree¬ 
ment offered will afford the security for the protection of 


rule vm 

Policies of Insurance as amended by the endorsements pro¬ 
vided by these rules covering bodily injury liability, property 
damage liability, and cargo liability must be written by in¬ 
surance companies legally authorized to transact business to 
each State in which their policies cover the operations of the 
insured motor carrier, except that more than one policy of 
insurance may be used in cases where, in the judgment of 
the Commission, the territorial operations of such carriers 
warrant separate coverage on separate portions of their 
routes or territories, # 

RULE IX 

The Commission may revoke its approval of any surety 
bond, policy of insurance (or certificate of insurance In Ueu 
thereof), qualification as a self-insurer, or other securities 
or agreements If it finds at any time that such security no 
longer complies with these rules. 

By the Commission, Division 5. 

[seal) George B. McGnrrr. Secretary- 

IP. R. Doc. 1770—Piled, August 18. 1936; 12:32 p. m.J 


Order 

At a Session of the Interstate Commerce Commission. Di¬ 
vision 5. held at its office In Washington, D. C., on the 10th 
day of August A. D. 1230. 
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(Docket No. BMC 23614) 

ArrLiCATXOif of Motorways Terminal. Inc., for Authority 
to Operate as a Broker 

In the Matter of the Application of Motorways Terminal. 
Inc., of 623 Washington Street, New York, N. Y., for a 
License (Form BMC 4) , Authorizing Operation as a 
Broker for the Purpose of Arranging Transportation of 
Commodities Generally, in Interstate Commerce by Motor 
Vehicles Operating in the Following States: Connecticut, 
Maine. Maryland. Massachusetts, New Hampshire, New 
Jersey, New York. North Carolina, Pennsylvania. Rhode 
Inland. Tennessee, Vermont. Virginia, and West Virginia 

It appearing. That the above-entitled matter is one which 
the Commission is authorized by the Motor Carrier Act, 
1935. to refer to an examiner: 

It is ordered. That the above-entitled matter be, and it Is 
hereby, referred to Examiner Paul Coyle for hearing and 
for the recommendation of an appropriate order thereon, 
to be accompanied by the reasons therefor: 

It is further ordered. That this matter be set down for 
hearing before Examiner Paul Coyle, on the 29th day of 
September A. D. 1936, at 9 o'clock a. m. (standard time), at 
the Hotel Pennsylvania. New York. N. Y.; 

It is further ordered . That notice of this proceeding be 
duly given; 

And it is further ordered , That any party desiring to be 
notified of any change in the time or place of the said 
hearing (at his own expense If telegraphic notice becomes 
necessary* shall advise the Bureau of Motor Carriers of 
the Commission. Washington. D. C, to that effect by notice 
which must reach the said Bureau within 10 days from the 
date of service hereof and that the date of mailing of this 
notice shall be considered as the time when said notice is 
served. 

By the Commission, division 5. 

• seal) George B. McGinty. Secretary. 

IF. H. Doc, 1835—FUed. August 20. 1936; 12 08 p. m.] 


Order 

At a Session of the Interstate Commerce Commission. Divi¬ 
sion 5. held at its offee in Washington. D. C.. on the 14th day 
of August A. D. 1936. 

(Docket No BMC 44360) 

Application op George H. Buexgi and Gerald W. Rickerd for 
Authority to Operate as a Common Carrier 

In the Matter of the Application of George H. Buergi and 
Gerald W. Rickerd. Co-partners. Doing Business as Rr-B 
Distributing Co., of Plevna. Mont., for a Certificate of Public 
Convenience and Necessity (Form BMC 8). to Extend Their 
Present Operation Filed on Form BMC 1. Authorizing 
Operation as a Common Carrier by Motor Vehicle in the 
Transportation of Commodities Generally, in Interstate 
Commerce, between Minneapolis. Minn., and Miles City, 
Mont. Over U. S. Highway 12 

It appearing. That the above-entitled matter is one which 
the Commission is authorized by the Motor Carrier Act. 1935, 
to refer to an examiner: 

It is ordered. That the above-entitled matter be. and it is 
hereby, referred to Examiner R. J. Olentine for hearing and 
for the recommendation of an appropriate order thereon, to 
be accompanied by the reasons therefor; 

It is further ordered. That this matter be set down for hear¬ 
ing before Examiner R. J. Olentine. on the 16th day of Sep¬ 
tember A. D. 1936. at 9 o'clock a. m. (standard time), at the 
Federal Budding, Miles City, Mont.: 

It is further ordered , That notice of this proceeding be duly 

given; 

And it is further ordered . That any party desiring to be 
notified of any change in the time or place of the said hearing 
•at his own expense if telegraphic notice becomes necessary) 
shall advise the Bureau of Motor Carriers of the Commission. 
No, US 3 


Washington. D. C., to that effect by notice which must reach 
the said Bureau within 10 days from the date of service hereof 
and that the date of mailing of this notice shall be considered 
as the time when said notice is served. 

By the Commission, division 5. 

I seal) George B. McOinty. Secretary . 

IF. R. Doc. 1840—Filed, August 20. 1836; 12 00 p. m ) 


Order 

At a Session of the Interstate Commerce Commission, Di¬ 
vision 5. held at its office in Washington. D. C.. on the 10th 
day of August A, D. 1936. 

(Docket No. BMC 50186) 

Application of Thomas Crozier and John Crozier for 
Authority to Operate as a Common Carrier 

In the Matter of the Application of Thomas Crozier and John 
Crozier. Co-partners. Doing Business as Crozier Brothers, 
of 74 Stevens Street, White Plains, N. Y., for a Certificate 
of Public Convenience and Necessity (Form BMC 8. New 
Operation). Authorizing Operation as a Common Carrier 
by Motor Vehicle In the Transportation of Household 
Goods and Office Furniture, In Interstate Commerce, from 
and Between Points Located in the States of New York. 
New Jersey, Massachusetts. Connecticut, and Pennsylvania. 
Over Irregular Routes 

It appearing. That the above-entitled matter Is one which 
the Commission is authorized by the Motor Carrier Act, 1935, 
to refer to an examiner: 

It is ordered. That the above-cntlUed matter be. and it U 
hereby, referred to Examiner Paul Coyle for hearing and for 
the recommendation of an appropriate order thereon, to be 
accompanied by the reasons therefor; 

It is further ordered. That this matter be set down for 
hearing before Examiner Paul Coyle, on the 26th day of Sep¬ 
tember A. D. 1936, at 9 o'clock a. m. (standard time), at the 
Hotel Pennsylvania, New York. N. Y.; 

It is further ordered. That notice of this proceeding be 
duly given; 

And it is further ordered. That any party desiring to be 
notified of any change in the time or place of the said hear¬ 
ing (at his own expense if telegraphic notice becomes neces¬ 
sary) shall advise the Bureau of Motor Carriers of the Com¬ 
mission. Washington. D. C., to that effect by notice which 
must reach the said Bureau within 10 days from the date of 
service hereof and that the date of mailing of this notice shall 
be considered as the time when said notice is serv ed. 

By the Commission, division 5. 

I seal J George B. McGinty, Secretary. 

(F. R. Doc. 1836—Filed. August 20. 1936. 12:06 p. m ) 


Order 

At a Session of the Interstate Commerce Commission. Divi¬ 
sion 5. held at its office In Washington. D. C„ on the 14th day 
of August A. D. 1936. 

(Docket No. BMC 50194] 

Application or Carl E. DeGroot for Authority to Operate 
as a Contract Carrier 

In the Matter of the Application of Carl E. DeGroot. Individ¬ 
ual, Doing Business as DeGroot Truck Line, of Elm Street. 
Lusk, Wyo., for a Permit (Form BMC 10, New Operation >. 
Authorizing Operation as a Contract Carrier, by Motor Ve¬ 
hicle. In the Transportation of Commodities Generally, in 
Interstate Commerce, from and between Points Located In 
the States of Montana. South Dakota. Kansas. Idaho. Utah. 
Nebraska, Colorado, and Wyoming 

It appearing. That the above-entitled matter is one which 
the Commission Is authorized by the Motor Carrier Act. 1935. 
to refer to an examiner: 
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It is ordered. That the above-entitled matter be, and it is 
hereby, referred to Examiner M. T. Corcoran for hearing and 
for the recommendation of an appropriate order thereon, to be 
accompanied by the reasons therefor; 

It is further ordered, That this matter be set down for 
hearing before Examiner M. T. Corcoran, on the 16th day 
of September A. D. 1936, at 9 o'clock a. m. (standard time), 
at the Federal Building, Casper, Wyo.; 

It is further ordered , That notice of this proceeding be 
duly given; 

And it is further ordered . That any party desiring to be 
notified of any change in the time or place of the said hear¬ 
ing (at his own expense if telegraphic notice becomes nec¬ 
essary) shall advise the Bureau of Motor Carriers of the 
Commission, Washington, D. C„ to that •effect by notice 
which must reach the said Bureau within 10 days from the 
date of service hereof and that the date of mailing of this 
notice yh^il be considered as the time when said notice is 
served. 

By the Commission, division 5, 

[seal! George B. McOumr, Secretary . 

IF. R. Doc. 1841—Piled. August 20. 1936; 12:10 p. m-J 


Order 

At a Session of the Interstate Commerce Co mm i s sion, Di¬ 
vision 5, held at its office in Washington, D. C„ on the 10th 
day of August A. D. 1936. 

I Docket No. BMC 60197) 

Application or Diamond Terminal and Transportation 
Corp.. or N. J„ for Authority to Operate as a Common 
Carrier 

In the Matter of the Application of Diamond Terminal and 
Transportation Carp., of N. J„ of 96 Maine Street, Newark. 
N. J., for a Certificate of Public Convenience and Neces¬ 
sity (Form BMC 8, New Operation). Authorizing Opera¬ 
tion as a Common Carrier by Motor Vehicle in the Trans¬ 
portation of Commodities Generally, in Interstate 
Commerce, from and between Points Located In the States 
of New Jersey. New York. Rhode Island. Connecticut, 
Massachusetts, Pennsylvania, Maryland. Delaware, and 
District of Columbia, Over Irregular Routes 

A more detailed statement of route or routes (or ter¬ 
ritory) is contained in said application, copies of which 
are on file and may be inspected at the office of the Inter¬ 
state Commerce Commission, Washington. D. C„ or offices 
of the boards, commissions, or officials of the States in¬ 
volved in this application. 

It appearing . That the above-entitled matter is one which 
the Commission Is authorized by the Motor Carrier Act* 
1935, to refer to an examiner; 

/( is ordered. That the above-entitled matter be, and it is 
hereby, referred to Examiner Paul Coyle for hearing and for 
the recommendation of an appropriate order thereon, to be 
accompanied by the reasons therefor; 

It is further ordered . That this matter be set down for 
hearing before Examiner Paul Coyle, on the 25th day of 
September A. D. 1936, at 9 o'clock a. m. (standard time), at 
the Hotel Pennsylvania, New York. N. Y.; 

It is further ordered. That notice of this proceeding be 
duly given; 

And it is further ordered. That any party desiring to be 
notified of any change In the time or place of the said hear¬ 
ing (at his own expense if telegraphic notice becomes neces¬ 
sary) shall advise the Bureau of Motor Carriers of the 
* Commission, Washington, D. C.. to that effect by notice 
which must reach the said Bureau within 10 days from the 
date of service hereof and that the date of mailing of this 
notice shall be considered as the time when said notice is 
served. 

By the Commission, division 5. 

I seal! George B. McGncrr, Secretary. 

IF. R. Doc. 1837—Filed. August 20. 1936; 12:09 p. m.) 


Order 

At a Session of the Interstate Commerce Commission, Divi¬ 
sion 5. held at its office in Washington, D. C„ on the 10th 
day of August A. D. 1936. 

|Docket No. BMC 50235) 

Application op Murray Pdgenraum for Authority to 
Operate as a Contract Carrier 

In the Matter of the Application of Murray Pelgenbaum. 
Individual, Doing Business as Trio Motor Lines, of 73 
Debevoisc Street, Brooklyn, N. Y„ for a Permit (Form 
BMC 10. New Operation), Authorizing Operation as a 
Contract Carrier by Motor Vehicle in the Transportation 
of Furniture, in Interstate Commerce, in the States of New 
York, New Jersey, Pennsylvania, Delaware. Maryland, and 
the District of Columbia. Over the Following Routes 

Route No. 1.—Between New York, N. Y„ and Washington. 
D. C., via Philadelphia, Pa. 

A more detailed statement of route or routes (or terri¬ 
tory) Is contained in said application, copies of which arc 
on file and may be inspected at the office of the Inter¬ 
state Commerce Commission. Washington. D. C.. or offices 
of the boards, commissions or officials of the States In¬ 
volved in this application. 

7f appearing. That the above-entitled matter is one which 
the Commission Is authorized by the Motor Carrier Act, 1935. 
to refer to an examiner: 

It Is ordered , That the above-entitled matter be, and it is 
hereby, referred to Examiner Paul Coyle for hearing and for 
the recommendation of an appropriate order thereon, to be 
accompanied by the reasons therefor; 

It is further ordered . That this matter be set down for hear¬ 
ing before Examiner Paul Coyle, on the 25th day of September 
A. D. 1936. at 9 o'clock a. m. (standard time), at the Hotel 
Pennsylvania. New York. N. Y.; 

It is further ordered . That notice of this proceeding be duly 
given; 

And it is further ordered. That any party desiring to be 
notified of any change in the time or place of the said 
hearing (at his own expense if telegraphic notice becomes 
necessary) shall advise the Bureau of Motor Carriers of the 
Commission. Washington, D. C., to that effect by notice 
which must reach the said Bureau within 10 days from the 
date of service hereof and that the date of mailing of this 
notice sliall be considered as the time when said notice 
is served. 

By the Commission, division 5. 

[seal ] George B. McGinty, Secretary. 

(F. R. Doc. 1838—FUcd. August 20. 1936; 12:09 p. m.) 


Order 

At a Session of the Interstate Commerce Commission. Divi¬ 
sion 5, held at its office in Washington. D. C., on the 10th 
day of August A. D. 1936. 

(Docket No. BMC 50793) 

Application of Arthur Saracino For Authority To Operate 
as a Contract Carrier 

In the Matter of the Application of Arthur Saracino, Individ¬ 
ual. Doing Business as Triangle Trucking Co., of 141-02 
Lincoln Avenue, Jamaica. N. Y., for a Permit (Form BMC 
10, New Operation). Authorizing Operation as a Contract 
Carrier by Motor Vehicle in the Transportation of Special 
Commodities, in Interstate Commerce, in the States of New 
York. New Jersey. Pennsylvania, Delaware. Maryland. Con¬ 
necticut, Massachusetts, and District of Columbia. Over the 
Following Routes 

Route No. I.—Between New York, N. Y., and Washington. 

D. C., via Philadelphia, Pa., and Baltimore, Md. 

Route No. 2.—Between New York. N. Y., and Boston, Mass., 
via Hartford, Conn. 
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Route So. J.—Between New York, N. Y., and Boston, Mass., 
via Providence. R. I. 

A more detailed statement of route or routes (or terri¬ 
tory) is contained in said application, copies of which are 
on file and may be Inspected at the offices of the Interstate 
Commerce Commission. Washington. D. C.. or offices of the 
boards. commissions, or officials of the BUtes involved in 
this application. 

It appearing. That the above-entitled matter is one which 
the Commission is authorized by the Motor Carrier Act, 1935, 
to refer to an examiner: 

It is ordered. That the above-entitled matter be and it Is 
hereby, referred to Examiner Paul Coyle for hearing and for 
the recommendation of an appropriate order thereon, to be 
accompanied by the reasons therefor: 

It is further ordered . That this matter be set down for 
h aring before Examiner Paul Coyle, on the 25th day of 
September A. D. 1936, at 9 o’clock a. m. <standard time), at 
the Hotel Pennsylvania. New York. N. Y.; 

It ts further ordered. That notice of this proceeding be 
duly given: 

And it is further ordered. That any party desiring to be 
notified of any change in the time or place of the said hear¬ 
ing 'at his own expense if telegraphic notice becomes nec- 
. ary) shall advise the Bureau of Motor Carriers of the 
Commission. Washington. D. C.. to that effect by notice 
which must reach the said Bureau within 10 days from the 
elite of service hereof and that the date of mailing of this 
notice shall be considered as the time when said notice is 
served. 

By the Commission, division 5. 

[seal I George B. McOinty. Secretary. 

|P R. Doc. 1839—Piled. August 20, 1938; 12:09 p. m.J 


(Fourth Section Application No. 184771 
Gravel—Riverton, Ind„ to Greendale. Ill, 

August 20, 1936. 

The Commission is in receipt of the above-entitled and 
numbered application for relief from the long-and-short-haul 
provision of section 4 (1) of the Interstate Commerce Act, 

Filed by: R A. Sperry, Agent. 

Commodity Involved: Gravel, road .surfacing. In carloads. 

From: Riverton, Ind. 

To Greendale. Ill. 

Grounds for relief: Truck competition. 

Any Interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 
in writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to investigate 
and determine the matters Involved in such application 
without further or formal hearing. 

By the Commission, division 2. 

(seal) George B. McOinty, Secretary , 

IF- R. Doc. 1842—Filed. August 20. 1938; 13:10 p. m.| 


(Fourth Section Application No. 1G478I 
Gravel—Missouri to Illinois 

August 20. 1936. 

The Commission is in receipt of the above-entitled and 
numbered application for relief from the long-and-short- 
haul provision of Section 4 (1) of the Interstate Commerce 

Act. 

Filed by: It. A. 8perry, Agent. 

Commodity involved: Gravel, road surfacing. In carloads. 
Prom: La Grange and Reading. Mo 
To: Youngtftown and Swan Crock, Ill. 

Grounds for relief: Truck competition. 

Any interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 


in writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to Investi¬ 
gate and determine the matters involved in such application 
without further or formal hearing. 

By the Commission, division 2. 

(seal) George B. McOinty. Secretary. 

|P. R. Doc. 1843— Filed. August 20. 1938; 12:11 p. m J 


(Fourth 8ectlon Application No. 18479] 

Bagging to Wilmington. N. C. 

August 20. 1936. 

The Commission is in receipt of the above-entitled and 
numbered application for relief from the long-and-short-haul 
provision of section 4 (1> of the Interstate Commerce Act, 

Filed by* J. E. Tllford, Agent. 

Commodity involved: Burlap bagging. In carload*. 

From: Charleston, 8. C., Norfolk and Newport News, Va. 

To: Wilmington. N C. 

Grounds for relief: Water competition. 

Any interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 
in writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to Investigate 
and determine the matters involved in such application 
without further or formal hearing. 

By the Commission, division 2. 

I seal I George B. McOinty. Secretary. 

|P. R. Doc. 1844—Piled. August 20. 1938; 13:11 p. m.J 


(Ftourth Section Application No. 18480J 
Coal to High Point and Tkomasville. N. C. 

August 20. 1936. 

The Commission is in receipt of the above-entitled and 
numbered application for relief from the long-and-short-haul 
provisions of section 4 (1) of the Interstate Commerce Act, 

Piled by: J. E Tllford, Agent. 

Commodity involved: Coal, in carload*. 

From: SUtkma on Interstate Railroad 

To: High Point and Thomaaville. N. C 

Ground* for relief: Carrier competition and to maintain 
grouping. 

Any interested party desiring the Commission to hold a 
hearing upon such application shall request the Commission 
in writing so to do within 15 days from the date of this 
notice; otherwise the Commission may proceed to investigate 
and determine the matters involved in such application with¬ 
out further or formal hearing. 

I seal! George B. McGinty, Secretary. 

IP. R. Doc. 184V- PUed. August 20. 1938; 12:11 p. m ) 


SECURITIES AND EXCHANGE COMMISSION. 

Securities Act or 1933 
| Release No. 9941 

Securities Exchange Act or 1934 
(Release No. 816) 

Holding Company Act 
(R elease No. 3391 

AMENDMENTS TO BULBS OF PRACTICE 

The Securities and Exchange Commission, acting pursuant 
to authority conferred upon it by the Securities Act of 1933, 
as amended, particularly Section 19 <a> thereof, the Securi¬ 
ties Exchange Act of 1934, particularly Section 23 (a) 
thereof, the Public Utility Holding Company Act of 1935, 
particularly Section 20 (a) thereof, and finding that it is 
necessary to carry out the provisions of the Securities Act of 
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1933, as amended, and the Public Utility Holding Company 
Act of 1935, and that it is necessary for the execution of the 
functions vested in the Commission by the Securities Ex¬ 
change Act of 1934. hereby amends Rule VUI of the Rules 
of Practice of the Commission: 

1. By the addition to paragraph (b) of said Rule VIII of 
the following sentences: “The initial page of the report shall 
contain a statement to such effect. In any proceeding in 
which, under the provisions of Rule XII (e) of the Rules of 
Practice of the Commission, the report is first to be made 
available to the public on the opening date of public hearing 
on the merits before the Commission, the initial page of the 
report shall also contain a statement to the effect that the 
report is confidential, shall not be made public, and is for 
the use only of the Commission, the respondent or respond¬ 
ents, and counsel, but copies of the report issued on or after 
such opening* date may omit such statement.'*, so that, as 
amended, said paragraph <b) shall read as follows: 

(b) Such report shall be advisory only and the findings at fact 
therein contained shall not be binding upon the Commission. 
The initial page of the report shall contain a statement to such 
effect. In any proceeding In which under the provisions of Rule 
XII (e) of the Rules of Practice of the Commission, tho report 
Is first to be made available to the public on the opening date of 
public bearing on the merits before the Commission, the Initial 
page of the report shall also contain a statement to the effect 
that the report is confidential, shall not be made public, and Is 
for the use only of the Commission, the respondent or respondents, 
and counsel, but copies of the report issued on or after such 
opening date msy omit such statement. 

2. By deletion of the period at the end of paragraph (e). 
as amended, of said Rule VUI and the addition to said 
paragraph of the following clause: ", or hearings pursuant 
to Section 22 <b> of the Public Utility Holding Company 
Act of 1935.”, so that, as further amended, said paragraph 
(e) shall read as follows: 

(e) The provisions of this rule and of Rules IX. X. and XI 
fhall not be applicable to hearings pursuant to Clause 30 of 
Rchedulc A of the Securities Act of 1033. or hearings pursuant to 
6 cctlon 24 (b) of the Securities Exchange Act of 1034. or hearing* 
pursuant to Section 22 <b) of the Public Utility Holding Company 
Act of 1035. 

These amendments shall be effective immediately upon 
publication. 

The Securities and Exchange Commission, acting pursuant 
to authority conferred upon it by the Securities Act of 1933, 
as amended, particularly Section 19 <m> thereof, the Securi¬ 
ties Exchange Act of 1934. particularly Section 23 ta) there¬ 
of. the Public Utility Holding Company Act of 1935. particu¬ 
larly Section 20 ta) thereof, and finding that it is necessary 
to carry out the provisions of the Securities Act of 1933. as 
amended, and the Public Utility Holding Company Act of 
1935. and that it is necessary for the execution of the func¬ 
tions vested in the Commission by the Securities Exchange 
Act of 1934. hereby amends Rule XII of the Rules of Prac¬ 
tice of the Commission: 

1. By the deletion in its entirety of paragraph (a), as 
amended, of said Rule XII, and the substitution therefor 
of a new paragraph (a), to read as follows: 

(a) All rrporto. exception*, brief*, and other papers required to 
be filed with the Commission In any proceeding shall be filed with 
the Secretary, except that all papers containing data ** to which 
confidential treatment lx nought pursuant to Rule* 580. UB2 or 
22 B -1 of the Rule* and Regulation* of the Commission, together 
with application* making objection to the disclosure thereof, shall 
be filed with the Chairman. Any such paper* may be sent by 
mall or express to the officer with whom they arc directed to be 
filed but must be received by such officer at the office of the 
Commission in Washington. D. C„ within the time limit, if any. 
for such filing, except that in any case when the hearing has been 
held In a district within which a regional office has been estab¬ 
lished. papers filed under Rules VUI (d). IX, X, and XI (a) may 
be filed with the Regional Administrator for the District, within 
the time* prescribed. The Regional Administrator shall immedi¬ 
ately transmit such papers to the Secretary or Chairman of the 
Commission, as the case may be in accordance with the provisions 
of this Rule. 

2. By the deletion of the word “five” in paragraph (d) of 
said Rule XII, and the substitution therefor of the word 
“eight”, so that, as amended, said paragraph (d) shall read 
as follows; 


(d) Union otherwise specifically provided In these rule*, to 
original and eight copies of all paper* shall be filed, unless the hoit.** 
be printed. In which case twenty copies shall be filed. 

3. By the addition to said Rule XU of a new paragraph, to 
be designated paragraph (e). and to read as follows: 

(e) All paper* containing data os to which confidential treat 
ment la sought pursuant to Rule* 580. UB 2 . or 22 B 1 of the Rules 
and Regulation* of the Commission, together with application* 
making objection to the disclosure thereof, shall be made ava.: 
able to the public only in accordance with the applicable pro¬ 
visions of Rules 580(h). UB2(I). or 22B1 <b). All reports, excep¬ 
tions. briefs and other papers filed In connection with any hearing 
pursuant to 8 ect!on 15(b) or Section 19(a) (31 of the ftecuritir* 
Exchange Act of 1834 shall first be made available to the publ, 
on the opening date of public bearing on the merits before the 
Commission. 

These amendments shall be effective immediately upon 
publication. 

By the Commission. 

I SEAL 1 Francis P. Brassor. Secretary 

|F. R. Doc. 1849—Piled, Augur.t 20, 1936; 12:49 p. m.) 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington, D. C.. on 
the 18th day of August A. D. 1936. 

lit the Mattes or an Offering Sheet or a Royalty Interest 

in the Pure-8wain Farm. Filed on July 27, 1936. by 

American National Brokerage Company, Respondent 

ORDER FOR CONTINUANCE (UNDER RULE 340 <BU 

The Securities and Exchange Commission having been re¬ 
quested by its Counsel for continuance of a hearing In the 
above entitled matter, which matter was last set to be heard 
at 10:00 o'clock in the forenoon of the 18th day of August 
1936 at the office of the Securities and Exchange Commission. 
18th Street and Pennsylvania Avenue. Washington, D. C., and 
it appearing proper to grant the request; 

It is ordered, that the said hearing be continued to 4:00 
o’clock in the afternoon of the 31st day* of August 1936, at the 
same place and before the same Trial Examiner. 

By the Commission. 

I seal 1 Francis P. Brassor, Secretary. 

IK. R. Doc. 1817—Filed, Auguxt 19. 1836. 1:02 p. m.J 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington. D. C.. on 
the 18th day of August A. D. 1936. 

In the Matter or an Offering Sheet or a Royalty Interest 

in the British-American-Alta-Vista-Bur nham Farm. 

Filed on July 28. 1936, by James M. Johnson, Respondent 

ORDER FOR CONTINUANCE (UNDER RULE 340 (B) ) 

The Securities and Exchange Commission having been re¬ 
quested by its Counsel for continuance of a hearing in the 
above entitled matter, which matter was last set to be heard 
at 11:00 o’clock In the forenoon of the 18th day of August 
1936 at the office of the Securities and Exchange Commission. 
18th Street and Pennsylvania Avenue. Washington, D. Cm and 
it appearing proper to grant the request; 

It is ordered, that the said hearing be continued to 4:30 
o'clock in the afternoon of the 31st day of August 1936, at the 
same place and before the same Trial Examiner. 

By the Commission- 

l seal) Fran as P. Brassor, Secretary. 

IP. R. Doc. 1816—Piled. August 19. 1936; 1:02 p. m.| 
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United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at Its office In the City of Washington. D. C„ 
on the 18th day of August A. D. 1936. 

In the Matter or an Or Frame Shift or a Working Interest 

in the Sealy-Burke -2 Farm, Piled on July 27. 1936. by 

Dion A. Kitsos. Respondent 

ORDER FOR CONTINUANCE (UNDER RULE 340 (B) I 

The Securities and Exchange Commission having been re¬ 
quested by Its Counsel for continuance of a hearing In the 
above entitled matter, which matter was last set to be heard 
at 1 00 o'clock In the afternoon of the 18th day of August 
1936 at the office of the Securities and Exchange Commis¬ 
sion. 18th Street and Pennsylvania Avenue. Washington. 
D C., and it appearing proper to grant the request; 

It Is ordered, that the said hearing be continued to 11:00 
o’clock in the forenoon of the 1st day of September 1936 at 
the same place and before the same Trial Examiner. 

By the Commission. 

isealJ Francis P. Brassor. Secretary. 

|F R. Doc 1819— Filed. August 19. 1936; 1:02 p. m.J 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington. D. C.. 
on the 19th day of August A. D. 1936. 

In the Matter of an Offering Sheet of a Royalty Interest 
in the Gulf-Culp Farm. Filed on July 16. 1936. by Con¬ 
tinental Investment Coup.. Respondent 

ORDER TOR CONTINUANCE BY STIPULATION 

The Securities and Exchange Commission finding that the 
above respondent has stipulated with the Commission's con¬ 
ference officer for a continuance of the hearing In the above 
entitled matter, which was last set to be heard at 11:00 
o’clock In the forenoon of the 19th day of August 1936, at 
the office of the Securities and Exchange Commission. 18th 
Street and Pennsylvania Avenue, Washington. D. C.; 

It is ordered, pursuant to Rule VI of the Commission's 
Rules of Practice under the Securities Act of 1933. as 
amended, that the said hearing be continued to 10:00 o'clock 
in the forenoon of the 20th day of August 1936, at the same 
place and before the same Trial Examiner. 

By the Commission. 

Francis P. Brassor. Secretary. 

IF R. Doc. 1848—Filed. August 20. 1936; 12:48 p. m ] 


Umtcd States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission. held at Its office In the City of Washington. D. C., 
on the 19th day of August A. D. 1936. 

[File No. 3-1015] 

In the Matter of Registration Statement of Majestic 
Gold Mines Limited 

ORDER FIXING TIME AND PLACE OF HEARING UNDER SECTION 8 (D) 

OF THE SECURITIES ACT OF 1933. AS AMENDED. AND DESIGNATING 

OFFICER TO TAKE EVIDENCE 

It appearing to the Commission that there are reasonable 
grounds for believing that the registration statement filed by 
Majestic Gold Mines, Ltd., under the Securities Act of 1933. 
** amended. Includes untrue statements of material facts 
and omits to state material facts required to be stated thereto 
and material facts necessary to rrmiro the statements therein 
not misleading. 


It Is ordered, that a hearing In this matter under Section 8 
(d) of said Act. as amended, be convened on August 31. 1936. 
at 10 o'clock in the forenoon. In Room 1103. Securities and 
Exchange Commission Building. 1778 Pennsylvania Avenue 
NW.. Washington. D. C., and continue thereafter at such times 
and places as the officer hereinafter designated may deter¬ 
mine; and 

It is further ordered, that Edward C. Johnson, an officer of 
the Commission, be and he hereby Is, designated to administer 
oaths and affirmations, subpoena witnesses, compel their at¬ 
tendance, take evidence, and require the production of any 
books, papers, correspondence, memoranda, or other record.*; 
deemed relevant or material to the inquiry, and to perform all 
other duties in connection therewith authorized by law. 

Upon the completion of testimony in this matter, the officer 
is directed to close the hearing and make his report to the 
Commission. 

By the Commission. 

I seal ] Francis P. Brassor. Secretary. 

! F. R. Doc. 184S- Filed, August 20, 1936: 12 48 p IU.J 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington, D. C„ 
on the 19th day of August A. D. 1936. 

In the Matter of an Offering Sheet of a Royalty Interest 
in the British-American-Alta Vista-Burnham Lease Filed 
on July 28. 1936. by James M. Johnson. Respondent 

ORDER TERMINATING PROCEEDING (UNDER RULE 340> THROUGH 
WITHDRAWAL 

The Securities and Exchange Commission having due re¬ 
gard for the public interest and the protection of investors, 
and finding that the offeror has by letter dated August 17, 
1936, received by the Commission on August 18. 1936. rep¬ 
resented that no sales of any of the interests covered by the 
above offering sheet have been made and has requested that 
the said offering sheet be withdrawn, consents to the with¬ 
drawal thereof without allowing the papers heretofore filed 
to be removed from the files of the Commission: and 
It is so ordered. 

It is further ordered that the Suspension Order, Order for 
Hearing and Order Designating a Trial Examiner hereto¬ 
fore entered In this proceeding on the 3rd day of August 
1936, be, and the same are hereby, revoked and the said pro¬ 
ceeding terminated. 

By the Commission. 

\seal 1 Francis P. Brassor. Secretary . 

[F. R. Doc. 1847—Filed. August 20. 1936; 12:48 p. m.| 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office In the City of Washington. D. C.. on 
the 18th day of August A. D. 1936. 

In the Matter of an Offering Sheet of a Royalty Interest 
in THE Kanoka-Gifttn Farm. Filed on July 22. 1936, by 
Southwest Royalties Company, Respondent 

ORDER TERMINATING PROCEEDING (UNDER RULE 340) THROUGH 
AMENDMENT 

The Securities and Exchange Commission finding that the 
amendments to the offering sheet which is the subject of 
this proceeding filed with the said Commission are so far as 
necessary in accordance with the suspension order previously 
entered In this proceeding: 

It is ordered, that the amendment dated August 10. 1936. 
and received at the office of the Commission on August 11, 
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1936. to Division m of the said offering sheet be effective as 
of August 11, 1936; and 

It U further ordered, that the Suspension Order. Order for 
Hearing and Order Designating a Trial Rxamtncr entered In 
this proceeding on July 28. 1936. be and the same hereby are 
revoked and the said proceeding terminated. 

By the Commission, 

[seal) Francis P. Brassor, Secretary . 

|P. R, Doc, 1820—Piled. August 19. 1936; 1:03 p. m.| 


United States of American-Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at Its office in the City of Washington, D. C„ 
on the 18th day of August A. D. 1936, 

In tne Matter or an Offering Sheet of an Over-Riding 

Royalty Intehest in the Tate-Davis Farm. Filed on 

August 12. 1936, by John H. Bankston. Respondent 

SUSPENSION ORDER. ORDER FOR HEARING (UNDER RULE 340 (A)), 
AND ORDER DESIGNATING TRIAL EXAMINER 

The Securities and Exchange Commission, having reason¬ 
able grounds to believe, and therefore alleging, that the 
offering sheet described in the title hereof and filed by the 
respondent named therein is incomplete or inaccurate in 
the following material respects, to wit: 

1. In that an offering of over-riding non-producing royalty 
interests should be prepared on Schedule F provided by the 
regulations, not on Schedule B. 

2. In that the date indicated as that on which the infor¬ 
mation contained in the offering sheet will be out of date 
on page 1, Division I, is miscalculated. 

3. In that the date and scale lias been omitted from 
Exhibit A of the offering sheet. 

4. In that Item l. Division II, has incorrectly stated the 
fractional interest the offering contemplates “in terms of the 
gross production/* 

5. in that Item 5 <b) ill of Division n is not responsive. 

6. In that Item 10 (b) of Division II omits the name of oil 
pipeline. 

7. In that Item 10 (c) of Division n is omitted. 

8. In that Item 10 Cc) of Division n should be numbered 
10 (d). 

9. In that Item 10 of Division n is not responsive. 

10. In that Item 18 (b) of Division II appears to be incor¬ 
rectly answered. If. as appears, it should be “no", then Item 
19 of Division n should be answered. 

11. In that Exhibit A omits the date and scale. 

It is ordered, pursuant to Rule 340 (a) oT the Commission’s 
General Rules and Regulations under the Securities Act of 
1933. as amended, that the effectiveness of the filing of said 
offering sheet be. and hereby is. suspended until the 17th day 
of September 1936. that an opportunity for hearing be given 
to the said respondent for the purpose of determining the ma¬ 
terial completeness or accuracy of the said offering sheet in 
the respects In which it is herein alleged to be incomplete or 
inaccurate, and whether the said order of suspension shall be 
revoked or continued; and 

It is further ordered, that Robert P. Reeder, an officer of 
the Commission, be. and hereby is. designated as trial exam¬ 
iner to preside at such hearing, to continue or adjourn the 
said hearing from time to time, to administer oaths and 
affirmations, subpoena witnesses, compel their attendance, 
take evidence, consider any amendments to said offering 
sheet as may be filed prior to the conclusion of the hearing, 
and require the production of any books, papers, correspond¬ 
ence. memoranda, or other records deemed relevant or mate¬ 
rial to the inquiry, and to perform all other duties in 
connection therewith authorised by law; and 

It is further ordered, that the taking of testimony in this 
proceeding commence on the 2nd day of September 1936 at 
2:00 o'clock in the afternoon at the office of the Securities 
and Exchange Commtericm, 18th Street and Pennsylvania 


Avenue. Washington, D. CL, and continue thereafter at such 
times and places as said examiner may designate. 

Upon the completion of testimony in this matter the exam¬ 
iner is directed to close the bearing and make his report to 
the Commission. 

By the Commission, 

[seal] Francis P. Brassor. Secretary 

[F. R. Doc. 1823—Filed. August 19. 1936; 1:04 p m.) 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington, D. C.. on 
the 18th day of August A, D. 1936. 

In the Matter of an Ofterinc Sheet of a Royalty Interest 

in the Phillips-Hoagland Farm, Filed on August 11, 1936. 

by Harry A. George. Respondent 

SUSPENSION ORDER, ORDER FOR HEARING (UNDER RULE 340(A)) AND 
ORDER DESIGNATING TRIAL EXAMINER 

The Securities and Exchange Commission, having reason¬ 
able grounds to believe, and therefore alleging, that the offer¬ 
ing sheet described in the title hereof and filed by Urn 
respondent named therein is incomplete or inaccurate in the 
following material respects, to wit: 

1 . In that Item 13. Division n, states that the three mam 
formations in the Oklahoma City field arc closely allied with 
producing formations in other fields but that in the Oklahom., 
City field they lie at greater depths, carry larger gas volumes, 
with attendant high pressures, are thicker, somewhat more 
porous and more highly saturated. It Is also stated that Mm 
difference will undoubtedly assure a greater ultimate recovery 
of oil per acre than is usual In mod fields. There is nothin;; 
said about what other fields or producing formations therein 
are referred to nor is it pointed out that these clrcum&Utnn 
mentioned pertain to the older part of the Oklahoma City 
field, and that the tract in question is in the newer north 
extension. 

2. In that nothing is said in Item 13. Division H, about 
the gas volumes and pressures in the north extension wherein 
they are much lower than in the older Oklahoma City field. 

3 . In that the date given on page 1. Division I. upon whtch 
the information will be out of date is miscalculated 

4. In that Item 15 is incorrect in Including allowable rather 
than actual production for July in the total production. 

5. In that Item 16 (a). Division II. has used allowable 
rather than actual production figures as a basis for com¬ 
puting the date when the information In the offering sheet 
will be out of date. 

6 . In that Items 16 (c) and 16 (dJ, Division n, have mb 
stated the amounts shown in that they are computed on Mir 
allowable rather than actual production figures. 

It is ordered, pursuant to Rule 340 (a) of the Commission \s 
General Rules and Regulations under the Securities Act r 
1933, as amended, that the effectiveness of the filing of said 
offering sheet be, and hereby is, suspended until the 17th day 
of September 1936: that an opportunity for hearing be givcm 
to the said respondent for the purpose of determining the 
material completeness or accuracy of the said offering she ' 
in the respects in which it is herein alleged to be IncotnpJe* 
or inaccurate, and whether the said order of suspension Ehali 
be revoked or continued: and 

It is further ordered, that Robert P. Reeder, an officer of 
the Commission be, and hereby Is, designated as trial exam 
iner to preside at such hearing, to continue or adjourn the 
said hearing from time to time, to administer oaths and 
affirmations, subpoena witnesses, compel their attendance, 
take evidence, consider any amendments to said offering sheet 
as may be filed prior to the conclusion of the hearing and 
require the production of any books, papers, correspondence 
memoranda, or other records deemed relevant or material 
to tb* inquiry, and to perform all other duties In connection 
therewith authorized by law; and 























FEDERAL REGISTER, August 21, 1936 


1357 


It Is further ordered, that the taking of testimony In this 
proceeding commence on the 2nd day of September 1936 at 
11.00 o’clock In the forenoon, at the office of the Securities 
and Exchange Commission. 18th Street and Pennsylvania 
Avenue, Washington. D. C.. and continue thereafter at such 
rimes and places as said examiner may designate. 

Upon the completion of testimony In this matter the ex¬ 
aminer Is directed to close the hearing and make his report 
to the Commission. 

By the Commission. 

I seal 1 Francis P. Brassor. Secretary . 

IP R, Doe. 18ia— Filed. August 19, 1938; 1:02 p. m.J 


United States of America—Be fort the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington, D. C.. on 
the 18th day of August A. D. 1936. 

In the Matter or an Offering Sheet of a Royalty Interest 
IN THE SUNRAY-PHIIXIPS—CAPITAL MANSION-STATE FARM. 

Filed on August 11, 1936, by Harry A. George. 

Respondent 


inquiry, and to perform all other duties In connection there¬ 
with authorized by law; and 

It la further ordered, that the taking of testimony in this 
proceeding commence on the 2nd day of September 1936 at 
11:00 o’clock in the forenoon, at the office of the Securities 
and Exchange Commission. 18th Street and Pennsylvania 
Avenue. Washington. D. C., and continue thereafter at such 
times and places as said examiner may designate. 

Upon the completion of testimony in this matter the ex¬ 
aminer is directed to close the hearing and make his report 
to the Commission 

By the Commission. 

f seal 1 Francis P. Brassor. Secretary. 

IP. R. Doc. 1821—Piled, August 19, 1938; 1:03 p. m.| 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington, D, C.. 
on the 18th day of August A. D. 1936. 

In the Matter of an Offering Sheet of a Royalty Interest 
in THE Hollenback et al-Pierce Farm, Filed on August 
13. 1936. by Alex Macdonald, Respondent 


SUSPENSION ORDER. ORDER FOR HEARING (UNDER RULE 340 (A)) 
AND ORDER DESIGNATING TRIAL EXAMINER 


SUSPENSION ORDER. ORDER FOR HEARING (UNDER RULE 340 (A)), 
AND ORDER DESIGNATING TRIAL EXAMINER 


The Securities and Exchange Commission, having reason¬ 
able grounds to believe, and therefore alleging, that the 
ottering sheet described in the title hereof and filed by the 
respondent named therein is incomplete or inaccurate in 
the following material respects, to wit: 

1. In that Item 13. Division n, states that the three main 
formations In the Oklahoma City field are closely allied with 
producing formations in other fields but that in the Okla¬ 
homa City field they lie at greater depths, carry larger gas 
volumes, with attendant high pressures, are thicker, some¬ 
what more porous and more highly saturated. It Is also 
stated that this difference wifi undoubtedly assure a greater 
ultimate recovery of oil per acre than is usual in most fields. 
There is nothing said about what other fields or producing 
formations therein are referred to nor is it pointed out that 
these circumstances mentioned pertain to the older part of 
the Oklahoma City field, and that the tract In question is in 
the newer north extension. 

2. In that nothing Is said in Item 13. Division n. about 
the gas volumes and pressures in the north extension wherein 
they are much lower than in the older Oklahoma City 

field. 


3. In that in Division n the smallest fractional interest tc 
be offered is stated in Item 1 to be 875/1J291.474.6 of V 4 . In 
Item 9 tc) it is also stated to be based on a V 4 royalty. In 
Items 16 (c) and id) It is stated to be 1750/1,291.474 6 of V* 
royalty interest. It is believed these should be consistently 
expressed to avoid possible confusion. 

It is ordered, pursuant to Rule 340 (a) of the Commission's 
General Rules and Regulations under the Securities Act of 
1933. as amended, that the effectiveness of the filing 0 f said 
offering sheet be. and hereby is. suspended until the 17th day 
of September 1936; that an opportunity for hearing be given 
to Uie said respondent for the purpose of determining the 
material completeness or accuracy of the said offering sheet in 
> !i»- respects in which it Is herein alleged to be Incomplete 
or inaccurate, and whether the said order of suspension shall 
be revoked or continued; and 

li J* further ordered, that Robert P. Reeder, an officer of 
10 Com mission be. and hereby is, designated as trial maminw 
preside at such hearing, to continue or adjourn the said 
nearing from time to time, to administer oaths and affirma¬ 
tions. subpoena witnesses, compel their attendance, take evi- 
oence consider any amendments to said offering sheet as may 
oe nled prior to the conclusion of the hearing, and require 
the production of any books, papers. caritRnxmdence, memo¬ 
randa, or other records deemed relevant or to the 


The Securities and Exchange Commission, having reason¬ 
able grounds to believe, and therefore alleging, that the of¬ 
fering sheet described in the title hereof and filed by the 
respondent named therein is incomplete or Inaccurate in the 
following material respects, to wit: 

1. In that Item 10 <a>. Division n. does not give the dis¬ 

tance to the nearest producing oil and or gas field, as re¬ 
quired: ~ 

2. In that Item 13, Division n, is not answered; 

3. In that the so-c&fied OU Production map. affixed to the 
top of the offering sheet filed, is not required, and should not, 
if used, precede Division I of the offering sheet: 

4. In that the so-called Oil Production map has shown a 
so-called “Norman Field” which is not believed to exist; 

It Is ordered, pursuant to Rule 340 <a> of the Commission’s 
General Rules and Regulations under the Securities Act of 
1933. as amended, that the effectiveness of the filing of said 
offering sheet be. and hereby is. .suspended until the 17th day 
of September 1936, that an opportunity for hearing be given 
to the said respondent for the purpose of determining the 
material completeness or accuracy of the said offering sheet 
in the respects In which it is herein alleged to be incomplete 
or inaccurate, and whether the said order of suspension shall 
be revoked or continued: and 

It is further ordered, that Robert P. Reeder, an officer of 
the Commission be. and hereby is. designated as trial exam¬ 
iner to preside at such hearing, to continue or adjourn the 
said hearing from time to time, to administer oaths and 
affirmations, subpoena witnesses, compel their attendance, 
take evidence, consider any amendments to said offering 
sheet as may be filed prior to the conclusion of the hearing, 
and require the production of any books, papers, correspond¬ 
ence. memoranda, or other records deemed relevant or 
material to the inquiry, and to perform all other duties in 
connection therewith authorized by law: and 

It is further ordered that the taking of testimony in this 
proceeding commence on the 2nd day of September 1936 at 
10:00 o’clock in the forenoon, at the office of the Securities 
and Exchange Commission, 18th 8treet and Pennsylvania 
Avenue, Washington, D. C.. and continue thereafter at such 
times and places as said examiner may designate. 

Upon the completion of testimony in this matter the 
examiner is directed to close the hearing and make his 
report to the Commission. 

By the Commission. 

f s i AL ] Francis P. Brassor. Secretary. 

fP.a. Doc. 1822 —Piled, August 19. 1938; 1:03 p. m.| 
















